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When Collecting Accounts, Turn to CSD 


Just miss him? The question is—did the credit 
manager miss the debtor because he waited 
too long before trying to collect his money 

. or did the debtor just miss running over the 
credit granter in his eagerness to skip out on pay- 
ing what he owes? 

Regardless of who just missed whom, you won't 
miss out on collecting your past-due accounts if 
you turn them over to your local ACBofA Collec- 
tion Service Division member office for collection 
before they are too old. 

And, another thing, that debtor whom you just 
miss collecting from can't avoid you forever when 


x) CRED, , 
° 


} 

COLLECTION % 
c 

a” 


SERVICE 


x DIVISION y 


7000 Chippewa Street 


Associated Credit Bureaus 


you use Collectrite Service. No matter where 
your debtor has been transferred or where he has 
skipped to, Collectrite Service stands ready to 
help you secure payment. 

A debtor can't run out on an account you have 
turned over for Collectrite Service just by pack- 
ing his belongings in a trailer and taking off for 
parts unknown. 

Why? Because Collectrite Service is every- 
. in each of the 50 United States—in- 
cluding Alaska and Hawaii—Canada and Puerto 
Rico. And, like the Royal Canadian Mounted Po- 
lice, they always get their man! 


where . . 


Ine. 


St. Louis 19, Missouri 


of America. 





NOW! A New Approach to the Credit and Collection Problems of Hospitals 





HOSPITAL CREDIT AND COLLECTION MANUAL 


SEVEN CHAPTERS 
Chapter 1—Something About Retail Credit Chapter 4—While the Patient Is Still in the 


eit : Hospital 
Chapter 2—Pre-Admitting and Credit Procedure Chapter 5—When the Patient Is Discharged 
Chapter 3—When the Patient Arrives Chapter 6—After the Patient Is Discharged 
Chapter 7—Principles of Effective Letter Writing 


Plus a Complete Collection Procedure and Several Original Collection Letters 


68 pages it Printed on 
; offset paper 


Color-film 7 ——, comb 
board cover inding 


Training Manual for Credit and Collection Personnel in Hospitals 


This book has been published in response to many demands for a practical handbook of credit and 
collection procedure especially for hospitals. It brings to the hospital field those principles and prac- 
tices of consumer credit which have been successfully followed in retail stores and firms for years but 
specifically adapted to the special differences of credit management in the hospital field. Credit is be- 
coming more and more utilized in hospitals because patients are increasingly credit-minded. This book 
helps to establish hospital credit and collection policies which will increase patient satisfaction and 
also add immeasurably to the hospital's revenue. The book has the approval of hospital administrators 
and credit managers and has earned widespread endorsement. 


PRICE $2.00 POSTPAID 


MACL THIS COCR ER T5 o ae 


NATIONAL RETAIL CREDIT ASSOCIATION 


375 Jackson Avenue, St. Louis 30, Missouri 
Please send me copies of Hospital Credit and Collection Manual. 


Address 
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Here Is A Practical Legal Guide Which Might Save You Costly Litigation 


LEGAL ASPECTS OF CREDITS AND COLLECTIONS 


SEVEN CHAPTERS 


Chapter 1—Contracts Chapter 4—Payment by Check 
Chapter 2—Collection Practices Chapter 5—Defenses 


Chapter 3—Settlement of Claims Chapter 6—Secured Claims 
Chapter 7—Creditors Rights and Remedies 


Printed on 


72 pages offset paper 


Double thick ‘ 
D Plastic comb 
amascan cover 


binding 
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A General and Reliable Treatment of the Framework of Law in Which Credit Transactions 
Occur. Contains Basic Legal Principles of Retail Credit and Collection Procedures 


This book has been published by the National Retail Credit Institute, a division of the Nationa! Retail 
Credit Association, as part of its broad educational program. Every credit granter, and every collection 
correspondent, should have this practical manual constantly before him in order to avoid making basic 
errors in procedure which might cost his firm money and create poor customer relations. The book 
does not pretend to be a complete legal guide—state laws differ considerably, and the scope of the man- 
ual is far too limited, for it to be called that. However, the book does illuminate the legal foundations on 
which all credit and collection transactions must rest. NRCA’s Washington Counsel, John F. Clagett, 
says of the manual “it is a good condensed statement of the law on the various topics treated.” 


PRICE $2.50 POSTPAID 


MAIL THIS COUPON TODAY 


NATIONAL RETAIL CREDIT ASSOCIATION 

375 Jackson Avenue, St. Louis 30, Missouri 

Please send me copies of Legal Aspects of Credits and Collections. 
Name Address 


City ... Zone State 


Check enclosed Ye ee ey Mail me a bill 
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A‘ THE CLOSE of a fiscal year, it is both desirable 
and necessary to evaluate the past and to make 
plans for the future. 

This has been a year of transition . . . a year of 
study and realignment of our sights on our objectives. 
At the same time, the Association has moved forward. 
Our membership is at an all-time high. New projects 
have been implemented, other programs are in the 
stage of development, and our continuing services 
have been reviewed and updated. 

The National Retail Credit Association will soon 
mark a half-century of service to the consumer credit 
profession. From a small beginning with 18 charter 
members back in 1912, it has grown until it now 

| represents 50,000 consumer credit executives in more 
n than 25 different types of business, service and 
professional groups. 

Our membership area includes the United States, the 

2 t t Dominion of Canada, and 18 other countries. Included 
e r O S p € C in its membership are members from Australia, British 
West Indies, Cuba, San Salvador, England, France, 
Ireland, Mexico, Scotland, New Zealand, Norway, 
Philippine Islands, Puerto Rico, Scotland, Northern 
Rhodesia, Africa, Jamaica, Netherlands, and Guate- 
mala. We are truly an /nternational Credit Association. 

As NRCA begins its 49th year, one word describes 
the future . . . “Change.” We shall dedicate our efforts 
toward recognition of the consumer credit executive 
as a key member of the management team. Through 
the National Retail Credit Institute, credit sales man- 
agers will be offered the first step toward professional- 
ization. Current management tools of all kinds will 
be made available to members, to aid them in keep- 
ing abreast of credit changes. The National Retail 
Credit Association is gearing itself to take a leading 
part in all activities pertaining to the profession. 

So, as we retrospect with satisfaction, we also look 
to the future with confidence. To all of our members 
and friends, we want to express appreciation for your 
loyal support. We know that you will continue to be 
an ardent supporter as NRCA carves its way into 
the “unknown Sixties.” 


LS When A. Bloke 


Executive Vice President 
NATIONAL RetTart CrepIT ASSOCIATION 
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UCH ATTENTION has been given to the fact that 

consumer credit in terms of outstandings has been 
increasing steadily in the postwar period. This single sta- 
tistical development has been used as the basis for a per- 
sistent campaign to “control” consumer credit because of 
the undocumented and apparently obvious conclusion that 
consumer credit is a major factor in causing “inflation.” 

The consumer credit industry has done a poor job of 
combatting this approach. We have apparently accepted 
the assumptions and have offered a rather apologetic de- 
fense that consumer credit is a good thing because “it 
makes possible mass purchasing which ties in with mass 
production which leads to lower prices, etc., etc.” 

Let us examine the assumptions and the resulting theory 
that consumer credit (and the implication is that this is 
“easy” credit) has stimulated overbuying of automobiles 
and other consumer durable goods and that this overbuy- 
ing has stimulated overproduction which leads to inflation, 
etc. Translating this theory apparently means that too many 
people are buying too many cars and that car production 
has been going up by leaps and bounds year after year in 
a huge inflationary spiral which will obviously wreck the 
economy, and the villain in the whole thing is consumer 
credit. Obviously then the most recent years would show 
the largest figures in this terrific overstimulation of auto- 
mobile buying. 

The figures of course, are quite different. The year 1955 
still stands as the largest automobile sales year with 
7,170,000 passenger cars. The second biggest year was 
1950 with 6,326,000 cars. The recent year of 1958 was the 
second poorest year in 10 years, with only 4,650,000 cars 
and we have to go back to 1952 to find a lower figure 
(4,158,000). The year 1959 barely topped the 6 million 
mark (6,027,000) and there is no danger at all that 1960 
will set any new record. What has happened to the easy 
assumptions that consumer credit is causing too many cars 
to be built and sold? 

Could it be that consumer credit has become “tighter” 
in the past few years? We all know that this is not the 
answer. Automobile purchase credit was at its “easiest” 
level in 1958 and 1959. Actual down payments are now 
in the 10 per cent to 20 per cent range and maturities are 
standard at 36 months with an occasional breakthrough to 
42 months. This compares with the record breaking years 
of 1955 and 1950 when it was still prevalent to have one- 
third down payment and 24 months with occasional 
stretching to 30 months and 36 months. 

The advocates of consumer credit as an inflationary in- 
fluence ignore all of these minor details and use only the 
single measuring stick that consumer credit outstanding in 
dollars is rising! They also ignore such factors as the con- 
stantly rising population and the higher price levels which 
have raised the dollar figure for all other economic fac- 
tors such as gross national product, wage levels, govern- 
ment spending, taxes of all kinds, etc. There is no particu- 
lar point in mentioning these adjustment factors so long 
as so many people continue to be mesmerized by the ris- 
ing level of consumer credit outstandings and so long as 
our industry accepts this one measuring stick as a figure to 
be defended. 

What do these figures on consumer credit outstandings 
actually represent? Let us take automobile credit which is 
the largest single factor and is generally the favorite point 
of attack by the control advocates. The number of private 
passenger cars in use as measured by registrations was at 
the wartime low in 1944 when there were 25,466,000 pas- 
senger cars in use. By 1950 this had increased to 
40,185,000. The latest accurate figures are for 1958 when 
the total reached 56,645,000. A projection of sales figures 
and scrappage figures indicates that there are currently 
more than 58 million passenger cars on the road. This huge 


ondumer 
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AS an 
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tabilizer 


E. F. WONDERLIC 


President 
General Finance Corporation 
Evanston, Illinois 


An address given at the 12th 
annual National Consumer Credit 
Conference, Washington University, 
St. Louis, Missouri 


mass of mobile transportation represents a great economic 
and social asset. These cars also represent a terrific asset 
in terms of national defense. 

Was this accomplished by putting the 58 million owners 
heavily in debt with reckless disregard of the national wel- 
fare? Are these cars heavily “plastered” with debt made 
possible by uncontrolled consumer credit? If we divide the 
total amount of auto credit outstanding by the number of 
private passenger cars in use we get a figure of $251 per 
car at the end of 1958. This is a small fraction of the value 
of each car and represents possibly two weeks pay for the 
families which own these cars. This gives a somewhat dif- 
ferent picture than talking about 15 billion of automobile 
credit outstanding. It is the same technique as.reducing the 
national debt to per capita figures of relatively small 
amounts for each man, woman, and child, including yester- 
day’s newly born babies. 

Incidentally, this figure of $251 per car is the lowest 
figure since 1954. Back in 1953 the figure was $213 per 
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car and the difference is more than accounted for in the 
increased cost of automobiles and the reduced value of the 
dollar. 

A substantial part of the increase in automobile credit 
extended and outstanding is directly related to the higher 
price of automobiles. Probably the most reliable measure- 
ment of automobile prices is the average wholesale selling 
price per car at factory level and before adding excise taxes 
and retail markup, both of which are fairly constant per- 
centages of the factory wholesale price. This price has 
been increasing consistently each year. Back in 1950 (the 
second highest sales year) the average wholesale price was 
$1,270. In the record breaking year of 1955 this whole- 
sale price had increased to $1,572. In the appointing year 
of 1958 the price had increased to $1,881. The increase 
continued in 1959 to a level of $1,920. These are all do- 
mestic prices and not influenced by the recent popularity 
of foreign economy cars. The year 1960 will probably 
show a tapering off in domestic wholesale prices because 
of the substantial sales of domestic economy cars to meet 
the foreign competition threat. 


Tapering off of Prices 


Note that this tapering off of automobile prices has been 
dictated by consumer preference and not by factory de- 
sires or by either the availability of credit or the lack of 
credit. 

It should also be kept in mind that this constantly rising 
level of automobile prices over the past 10 years is based 
on the cash price at the factory, long before the possible 
effects of “inflationary” consumer credit. We are told by 
the factory people that these higher prices have been forced 
on them by higher wage levels and higher cost of materials, 
principally steel which in turn was higher priced because 
of higher wage levels in the steel industry. Where does 
consumer credit fit in this inflationary spiral? 

Let us examine automobile credit in relation to the num- 
ber of automobiles put into use and the price level of these 
automobiles. We have seen that average wholesale prices 
have increased approximately 50 per cent from $1,270 to 
$1,920. It is difficult to determine the average amount of 
financing per car because of the changing trends of cash 
buying versus credit buying, and the lack of complete sta- 
tistics on the average credit extended per car financed. 
However, if we relate the total number of new private 
passenger cars sold to the total amount of auto credit ex- 
tended in any given year, we get some interesting compari- 
sons. This figure will represent the amount of credit needed 
to finance all of the private passenger cars which are not 
bought for cash, plus the amount of credit used to finance 
the sale of the trade-ins and other related activity in the 
used car market. 

Back in 1952 this figure was $2,829 of total auto credit 
extended for every new private passenger car registered. 
This figure dropped the following year to $2,262 and fur- 
ther dropped to $2,133 in 1954. There has since been a 
continuous yearly increase up through 1958 which at $3,079 
was the first year to exceed the 1952 figure of $2,829. The 
year 1959 showed a tapering off to $3,003 reflecting the 
increased sale of both foreign and domestic economy cars. 
This trend of fewer dollars of automobile credit extended 
in relation to new cars sold may well continue into 1960. 
Again, there is little in these figures to support the easy as- 
sumption that consumer credit is the villain responsible for 
all inflationary developments. 

Actually the figures on auto credit extended in the past 
two or three years would be somewhat lower if credit 
charges and insurance costs, both of which are included 
in total credit figures, had remained at the somewhat low- 
er levels which prevailed in earlier years. Higher credit 
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costs and insurance rates are deflationary factors, but they 
make up part of the total of automobile credit extended 
and outstanding, and these are the figures which the con- 
trol advocates insist on using. 

There is one aspect of automobile credit which is of in- 
creasing concern to the industry. This is the deterioration 
of credit quality which has been brought on by competi- 
tion. A significant factor in this competition is the factory- 
owned finance company. Rates, terms, and other factors 
being approximately equal, the dealer all too often chooses 
the factory finance subsidiary in preference to all other 
competitors. This decision is influenced by the not too sub- 
tle relationship with the factory itself—such things as a 
desirable flow of auto inventory to the dealer, and when 
the chips are down the power of economic life or death 
for the dealer by unilateral cancellation of the franchise. 
Finance companies, banks, and other credit sources have 
nothing to offer in improving relationships with the fac- 
tory. They must offset this disadvantage by providing better 
service and by making concessions on borderline credits. 
This is having a noticeable effect on the frequency of re- 
possessions and the average loss per repossession. 

In our own case, this average loss has increased all out 
of proportion to the rising price level of new and used 
automobiles. In 1950 our average loss per repossession 
was $121. This has increased to an average repossession 
loss of $359 for the year 1959. 

This deterioration of credit quality is not something that 
can be effectively controlled by government regulations on 
down payments and maturities. It is related to credit fac- 
tors such as paying habits, stability of employment and 
residence, and other personal characteristics not suscepti- 
ble to arbitrary control. Our industry is well able to police 
these matters without government assistance, provided 
there is a healthy climate of competitive conditions with- 
out the elements of restraint of trade and unfair competi- 
tive advantages. This is a problem which we must solve 
and we may need government help in eliminating some 
competitive conditions which have long been regarded as 
contrary to public policy. 


Definition of Terms 


Any discussion of the effects of Sales Finance Compa- 
nies activities upon family spending and savings requires 
a background of a definition of the terms “spending” and 
“savings” and some discussion of what is described by the 
meaning of these terms. So perhaps at the risk of being 
somewhat elementary let’s look briefly at these concepts. 

Spending—As the term is here conceived and used, 
“spending on the part of an individual represents a course 
of action wherein the individual in possession of items of 
value (assets, earning power, credit, etc.) will exchange 
portions or all of these items for other items of equal or 
greater value to him. Because we live in an economy which 
utilizes “money” almost universally as a medium of ex- 
change, we usually associate “spending” with an exchange 
of a quantity of dollars for goods. However, this exchange 
may also be accomplished through a combination expendi- 
ture of dollars and “promise to pay” dollars (credit), or 
simply by an exchange of “promises to pay” dollars. Such 
“spending” transactions in either case involve the acquisi- 
tion of current possession of goods, wares, and merchan- 
dise, or services, that are to be used presently or in the 
future. Regardless of how the exchange is made, we usually 
think of spending “so many dollars” for the purchase of 
an individual item rather than thinking in terms of the 
exchange of the utility values of the items involved in the 
transactions. In connection with transactions involving 
“credit,” it will be helpful to include the “utility value” 
also. 





Savings—on the part of an individual represents a course 
of action in which the individual as a consumer (or his 
family unit) currently spends less than his current income, 
monetary, or in other forms. Under these conditions his 
current desire for goods and services are not fully satisfied, 
and the use of a portion of his current power to purchase 
is postponed, or used to satisfy commitments previously 
made. Since the majority of people gainfully employed, 
other than farmers, usually measure their income almost 
wholly in “dollars” (received upon a daily, weekly, month- 
ly, or yearly basis) rather than in kind, we have come to 
associate “savings” with an accumulation of “dollars” (fi- 
nancial savings) rather than thinking of such savings in 
terms of an accumulation of goods, in possession, in kind, 
(assets and equity) that represent utility values to be con- 
sumed in the future. Notwithstanding this pattern of think- 
ing, it will be helpful in our economic analysis to think al- 
so in terms of this “accumulation of utility values” con- 
cept. 

Forms of Savings—Savings therefore may be: (1) in the 
form of financial savings—cash or its equivalent, such as 
bank deposits, bonds payable on demand, and similar types 
of obligations payable in cash upon demand, or (2) in the 
form of goods, wares, or merchandise, such as a home, an 
automobile, household appliances, or other household 
goods, the utility value of which will be used up by their 
owner over a period of time. These two forms of savings 
are often intertwined and interrelated in family spending, 
insofar as the short-range and long-range activities of 
family units are concerned. | 

Sequence of saving and spending—Within the frame- 
work of these concepts of saving and spending, saving may 
be thought of as being (1) entirely antecedent to spending: 
(2) partially antecedent and partially subsequent to spend- 
ing; (3) entirely subsequent to spending. 

In the event that savings are entirely antecedent to 


spending these are usually in the form of financial savings 
or an accumulation of dollars which are to be exchanged 
for goods or services at some subsequent times (either by 
the owner or by the person to whom the resource is 
“loaned” ). 


Accumulation of Cash 


The accumulation of cash, or financial resources, usual- 
ly means that current cash expenditures for all goods and 
services, on the part of the individual or family during this 
period of savings, will be less than the aggregate amount 
of cash income received during that period. When the ag- 
gregate of cash savings accumulated equals the total pur- 
chase price of the units to be procured, the cash may be 
exchanged for the units desired. In this case, the cash fi- 
nancial resource is exchanged for a financial resource in 
the form of goods to be used over a period of time. There 
is no change in the assets of the individual. 

The accumulation of cash may be motivated by a specif- 
ic desire to procure a specific item of merchandise, or it 
may be motivated by the general thought, or concept, that 
goods and services are to be procured in the future, with- 
out reference to any specific items. Knowledge of purpose- 
ful or non-purposeful savings is therefore necessary in or- 
der to understand the general influence, or impact, of ag- 
gregate cash savings and their use upon past, current, or 
future accumulation of cash resources, to be used in ex- 
change for consumer goods or services. 

In the second situation, financial savings of dollars are 
usually accumulated in sufficient quantity to make a “down 
payment” in connection with the purchase of (spending 
for) an article, with the remaining portion of the purchase 
price being covered by credit extended to the purchaser at 
the time of spending. In cases where the item purchased 
represents a package of utility value that will be utilized 


over time, the payments made on the obligation subsequent 
to purchase, may represent, partially or wholly, savings in 
the sense that these payments cover a legal obligation in 
connection with purchase of utility values already in the 
hands of the purchaser and for which he does not have 
clear legal title until subsequent payments are made. 

In the third situation, where the savings action occurs 
entirely subsequent to spending, the purchaser secures pos- 
session of the items based upon “credit” covering the en- 
tire purchase price of the article. As the legal commitment 
made in connection with this spending is amortized, this 
represents “savings” to the individual, to the extent that 
the value of the item used up while current payments are ’ 
being made, is less than the payments made on the existing 
obligation. 

Unencumbered Assets 


Thus, at the end of the scheduled payments, the pur- 
chaser may have an unencumbered asset which will render 
to him economic utility value, subsequent to the comple- 
tion of his payments. The value of the article as of the 
moment when payment is completed will represent the 
amount of the “savings” of the individual during the period 
when payment was being made. 

Changes in the buying habits of consumers—As new 
forms of consumer durable goods are developed, and as 
their usages are accepted by consumers as a part of their 
living pattern, the habits of such consumers, with refer- 
ence to their purchases, change. These changes, in turn, 
increase the demand for the purchase of such goods, with 
a resulting impact upon the use of credit in connection 
with such purchases. This impact tends to increase the to- 
tal amount of consumer credit used. 

The cost of credit—Although cost is an integral part of 
the credit picture, some economists and operating execu- 
tives, through study and observation, have concluded that 
this factor may be of minor importance under certain eco- 
nomic conditions. Although consumers consider cost to 
be important in making their decisions, this is apt to be 
secondary to a consideration of their ability to meet their 
monthly payments, when making their final decisions to 
use consumer credit. However, over the years there has 
been a tendency for these costs to dcrease or the rates to 
remain constant. 

Changes in the psychological attitude toward the use of 
credit. In both historical and contemporary perspective, it 
may be observed that the willingness of the individual to 
use, Or not to use, credit may be influenced substantially 
by the existing attitude in the community, or on the part 
of his contemporaries. The early American attitude toward 
“thrift” resulted in a very substantial unwillingness on the 
part of many Americans to commit themselves to debt, ex- 
cept under very compelling circumstances, and then most- 
ly in connection with real-estate transactions. Hence, the 
idea of the purchase of durable goods for consumption 
purposes, upon credit, was frowned upon with its conse- 
quent effect upon the development of the use of “consumer 
credit.” Gradually this attitude has changed to a recogni- 
tion that the purchase of durable goods on credit, in some 
respects, represents a capital investment on the part of the 
purchaser, such investment permitting the use of the item 
purchased while it was being paid for—a situation not 
unlike that related to the purchase of a house on credit. 
As a result of this recognition, there is less prejudice 
against, and wider use of, “consumer credit” today than 
was the case at the turn of the 20th century. 

Secular Trend Patterns—With this change in psycholog- 
ical attitudes towards credit, certain secular trend pat- 
terns have been observable in the United States during re- 
cent years, such as: 
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(a) Changes in the form of credit from “non-instalment” 
to “instalment” reflected in the substantial shift from 30- 
day charge accounts to “revolving credit” (instalment) ac- 
counts. 

(b) Shifts in the aggregates of credit, formerly thought 
of as “commercial credit” to instalments credit, due to the 
ability of retailers to obtain working capital through sale 
of their “instalment” receivables rather than having to ob- 
tain such capital through “commercial” borrowings upon 
security of these accounts. 

(c) The tendency for the amount of consumer credit 
dollar-wise, to rise in relation to disposable income due to 
“budgeting” of purchases through the use of credit. 

In Relation to Government Attempt at Control of Con- 
sumer Credit—Short-range, consumer credit controls have 
had only minor immediate effects upon the extension of 
consumer credit, and there is doubt that such controls have 
any appreciable dampening effect, intermediate or long- 
range, upon consumer spending for durable goods. Such 
effects as do appear seem to represent only a temporary 
postponement of purchases by those who may be unable to 
meet new monthly payment requirements (this group ap- 
pears to be only a very small percentage of the total num- 
ber), with the eventual purchase of goods as needed or de- 
sired through the use of cash and credit. 

This temporary postponement may result in some minor 
changes in market patterns, short-range, with the second- 
ary effects thereby created as offsetting forces to the ef- 
fects of such controls. The use of consumer credit con- 
trols has only minor effects upon the volatility of consumer 
demand for spending for durable goods. Such volatility 
seems to continue during perods of control and non-con- 
trol, and may be attributed largely to factors, other than 
the availability or use of consumer credit in connection 
with such purchases. 


Only a small part of the aggregate of consumer credit 
has been utilized in connection with consumer spending for 
services. Over the last few decades the relative percentage 
of total consumer expenditure for services has declined, 
with increases in spending for durable goods and non-dura- 
ble goods, as the level of discretionary income for con- 
sumers has risen. 

Total Instalment Credit and Consumer Expenditures— 
Some economists, namely those who are proponents of in- 
stalment credit controls have emphasized their theory that 
consumer instalment credit adds to the aggregate of con- 
sumer purchasing power and therefore, under certain con- 
ditions, may have an inflationary influence upon consumer 
prices. Data relating to (1) the relationship between total 
consumer instalment credit extended in the United States 
and the total of consumer expenditures for all goods and 
services, and (2) the relationship between net increases in 
consumer instalment credit outstandings and total con- 
sumer expenditures, durable goods expenditures, and total 
financial savings would be worth observation in relation 
to this thesis. 

It may be noted that the total of all consumer instalment 
credit extended in each of the five years represents only 
from approximately 14:0 per cent to 15.5 per cent of all 
consumer expenditures. The percentage relationships of net 
changes in outstandings to these expenditures are, of 
course, much smaller and range from 0.81 per cent in 
1959 to 2.1 per cent in 1955 which was a high year of ac- 
tivity in consumer durable goods sales. The percentage re- 
lationships of net increases in outstanding to durable goods 
expenditures for each of the years were as follows: 1955— 
13.6 per cent; 1956—7.5 per cent; 1957—5.7 per cent; 
1958—(no increase); 1959—12.5 per cent. 

It appears that at the most, only about one-eighth of 
consumer goods purchases (in 1955 and 1959) could 
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have been made from funds attributable to net increases 
in consumer instalment credit accounts. 

When the relationship between instalment credit and 
consumer expenditures is considered, it is also interesting 
to note the relationship between the total net increases in 
consumer instalment outstandings and the totals of financial 
savings in the United States for each of these five years. 
Note this comparison: 


1955 1956 1957 1958 1959 


. Net amount of increase 

in the total consumer in- 

stalment debt (billions) 
. Net amount of financial 

savings (SEC _ estimates 

after deducting debt) (bil- 

lions ) 7.1 
. Per cent increase of in- 

stalment debt is of total 

financial savings 76.0 20.6 13.0 32.7 


Observe that in each year the aggregate increase in in- 
stalment debt is much less than aggregate financial savings, 
indicating that if the entire amount of increase in instal- 
ment debt in any year were financed out of savings, there 
still would be saving funds available for financing other 
areas of our economy. Under these conditions it can hard- 
ly be said that consumer instalment debt is inflationary. 

Sales Finance Company Activities and Consumer In- 
stalment Debt—Since sales finance companies operate with- 
in the framework of the over-all consumer instalment cred- 
it activity in the United States, it is interesting to note some 
comparative data for these institutions as a group, as shown 
by the Table. Consumer instalment credit extended by sales 
finance companies from 1955 through 1959 represented 
from 3.0 per cent (1958) to 4.2 per cent (1955) of total 
consumer expenditures during each of the five years. In 
relationship to consumer durable goods expenditures dur- 
ing the period, their volume of consumer instalment credit 
extensions amounted to from 23.7 per cent (1958) to 27.3 
per cent (1955) of the total of such expenditures. 


Changes in Outstandings 


In relationship to net changes in outstandings held by 
sales finance companies, the percentages are very much 
smaller. For instance, in each of the years the net change 
(increase) in outstandings held by sales finance companies 
amounted to less than one per cent of total consumer ex- 
penditures. Only during two years, 1955 and 1959, were 
these percentage ratios to consumer durable goods expendi- 
tures of any appreciable significance, when they were 5.8 
per cent (1955) and 3.24 per cent (1959) respectively. 

Net increases in outstandings held by sales finance com- 
panies during the period likewisc represented only a small 
percentage of gross financial savings in the United States. 
Except for the year 1955, this percentage ratio did not 
exceed 8.5 per cent. In one year (1958) the outstandings 
held by these companies actually declined about $830 mil- 
lions. In 1955, a banner year in auto production and sales, 
total outstandings increased 2.3 billion dollars. This figure 
represented 32.4 per cent of net financial savings during 
that year, but such savings during that year, as has already 
been noted, were unusually small as compared with pre- 
vious and subsequent years. 

Summary Observations—Against the background of 
these data and comparisons, the following summary ob- 
servations may be made: 

(1) From 1955 to 1960 there was continual economic 
growth in the United States with an increase in real income 
and in the standard of living for the employed work force. 


(2) For the five-year period, consumers spent about 93 
per cent of their net personal disposable income for goods 
and services. These percentages were relatively the same 
for each of the years. In connection with these expendi- 
tures, consumers tend to spend about the same percentage 
for non-durable goods, with fluctuations in expenditures for 
durable goods and services. 

(3) During each of the five years, consumers have had 
increases in net financial savings, with 1955 being the low- 
est year. With the exception of 1955, these financial sav- 
ings have averaged around five per cent of disposable 
personal income, after allowing for changes in debt (SEC 
Estimates). 

(4) In each of the five years aggregate financial savings 
exceeded, substantially, the net increases in consumer in- 
stalment debt outstandings, thus leaving saving funds to 
be utilized in other areas of the economy. This indicates 
that consumer instalment credit is not of itself, over-all an 
inflationary force in the economy. 

(5) In each of the five years, net changes in in- 
stalment credit outstandings held by sales finance com- 
panies, as well as the volume of instalment credit extended 
by these institutions, have represented modest, or very low, 
percentages of consumer expenditures, durable goods ex- 
penditures, and financial savings of the country. 


Behavior of Relationships 


The behavior of these relationships during this period 
fail to sustain any contention that the credit activities of 
sales finance companies contribute to price inflation or 
have an appreciable impact upon over-all economic stabil- 
ity. 

In the last five years American families have added sub- 
stantially to their savings and increased purchases of goods 
and services. In 1959 they contracted for more than 48 
billion dollars in new instalment debt, and paid back in 
“cold cash” over 43 billions of dollars. 

At this pay-back rate, total new debt would be returned 
in approximately 13 months (43 into 48). 

These figures illustrate the rapid turnover and fluidity of 
consumer debt and by their size show the importance of 
consumer credit to our economy and our high standard of 
living in the present. 

One of the strongest features of consumer credit is that 
it is not a fixed debt, constantly hanging over the heads 
of the same people for the same items. 

It turns over constantly and swiftly—even at a rate in 
advance of scheduled payments and maturities set forth in 
original contracts. 

It must be observed that the consumer debt portfolio of 
a company and the nation is an accumulation of old ac- 
counts being paid out and new obligations for new items, 
being contracted each day by new buyers. Consumers 
therefore are constantly acquiring capital assets and re- 
turning to the market for other items. 

The critical items in consumer credit are: (a) down 
payments, and (b) maturity (pay-off period), and re- 
sulting fluctuations and increases in (c) equity of pur- 
chaser. 

As long as there is no big easing of these terms there 
should not be any worry about the total amount of credit. 

In conclusion it is best to observe that the American 
family is a pretty good business organization. These house- 
wives and husbands plan very well—much better than gov- 
ernment economists and regulators. Consumers will take 
care of themselves. If they feel loaded up with debt they 
will ease up—and not take on so much new debt. 

The American family is the best and wisest regulator of 
consumer debt. wk 


CREDIT WORLD June 1960 9 








Richard B. Doss 


Credit Life Insurance 


NSURANCE COMPANIES issuing 

policies of credit life insurance in 
the last five years have paid $365,000- 
000 in death claims representing 
amounts due on debts outstanding at 
the time debtors died. Death benefits 
under credit life insurance policies 
during 1958 alone amounted to $108,- 
000,000. Unfortunately statistics are 
not available for credit accident and 
health insurance. 

The underlying principle of credit 
life insurance is to provide coverage 
whereby the indebtedness will be liq- 
uidated in the event of premature 
death, thereby providing protection 
and peace of mind for the debtor and 
his family and providing added col- 
lateral security for the protection of 
the creditor 

The underlying principle of credit 
accident and health insurance is to 
provide coverage whereby the peri- 
odic instalments on the indebtedness 
will be automatically paid in the event 
the debtor is disabled through acci- 
dent or illness, thereby also providing 
protection and peace of mind to the 
debtor and his family and added col- 
lateral security for the creditor. 

The hypothetical case of Harvey 
Smith, a 22-year-old clerk, will illus- 
trate the meaning of “worry-proofed” 
debts. Smith had been married only 
18 months in early 1955 and was the 
proud father of a 3-month-old baby 
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boy. One Sunday afternoon Harvey’s 
car skidded and overturned. He suf- 
fered a fractured skull and internal 
injuries, was hospitalized for several 
months, and finally died. Young Mrs. 
Smith knew about the bills they owed. 
Until her husband’s death, however, 
she was not fully cognizant of the 
care he had taken to rid her of wor- 
ries and obligations in case of catas- 
trophe. 

When Harvey borrowed to buy the 
furniture and carpeting for their 
apartment, he had purchased through 
his financing institution credit life and 
accident and health insurance protec- 
tion. Harvey was at least consoled that 
while he fought for life his obliga- 
tions were being met. For his credit 
accident and health insurance policy 
provided benefits equal to his monthly 
payments during the period of his 
disability and were paid directly to 
the creditor by the insurace company. 

After Harvey died, Mrs. Smith was 
informed by the instalment credit de- 
partment of the financing institution 
that the unpaid $590 balance was 
liquidated under the terms of the 
credit life insurance policy which Har- 
vey had purchased. 

Hence, these two policies had pro- 
vided added security for the financing 
institution and protection and peace 
of mind for the debtor and his fami- 
ly. Insurance eliminated the necessity 


of the creditor collecting loan bal- 
ances due from the bereaved widow. 
And the cost of such protection had 
been reasonable. 

First written in its popular form in 
1917, credit life insurance since 
World War II has virtually become a 
household item—even though many 
insured debtors using it may not know 
its proper name. At the close of 1958, 
some 35,000,000 American debtors 
were insured by this type of protec- 
tion in an amount totalling $21.5 bil- 
lion. And hence the average size of 
the policy in force was only $610. 

The credit life insurance industry 
has experienced its greatest years of 
growth since World War II. At the 
close of 1945, only $365,000,000 of 
this insurance was in force covering 
the lives of only 2,110,000 debtors 
By 1950 the in-force had reached $3.9 
billion and by 1955, $14.75 billion. 

Although credit accident and health 


RICHARD B. DOSS was formerly 
Assistant to the Executive Vice Presi- 
dent and Director of Research of the 
Old Republic Life Insurance Company, 
Chicago, Illinois. He served as Chair- 
man of the Research and Education 
Committee of the Consumer Credit In- 
surance Association and is a member of 
the Executive Committee of the Na- 
tional Consumer Credit Conference. He 
is a graduate of the University of the 
South and received his Ph.D. from the 
University of Virginia. 





insurance or disability insurance was 
written to a limited extent in the 
1920’s and 1930's it did not become 
an important factor until following 
World War II. Its principal expansion 
has taken place in the 1950's. 

What accounts for the increase in 
credit life insurance? Primarily the 
rise in the volume of consumer credit 
in connection with which the insur- 
ance is written. Other factors con- 
tributing to its rapid rise in volume in- 
clude: 1) wide public acceptance of 
the idea of “worry-proofing” debts; 
2) familiarity of the creditor institu- 
tions with the various programs and 
the extensive acceptance by creditors 
of credit life insurance as collateral 
security; 3) the application of the 
basic insurance principle to new and 
different programs of consumer and 
production lending and financing; and 
4) permissive legislation. 


The First Policy 


The first policy of credit life in- 
surance was issued 42 years ago by 
the Morris Plan Insurance Society to 
a debtor of a Morris Plan bank. In- 
dustrial and commercial banks added 
this insurance service in the 1920's 
and credit unions and sales finance 
companies followed suit in the 1930's. 
In the postwar years licensed small 
loan lenders, farm lending agencies, 
such as production credit associations, 
department stores and other retail out- 
lets with financing facilities, and sav- 
ings and loan associations were among 
those who began to offer life insur- 
ance to debtors at the time they bor- 
rowed money or financed a purchase. 

In the postwar II period, institu- 
tions which already offered credit life 
insurance in connection with certain 
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lending transactions (such as personal 
loans) made the insurance service also 
available in connection with other 
credit transactions (such as financed 
furniture and appliance purchases or 
revolving credit or modernization 
loans). The application of credit life 
insurance spread laterally within many 
financial institutions. 

The legislative environment has 
likewise been a major factor in the 
rapid but orderly development of this 
popular form of term life insurance. 
As you in the credit business know, 
traditionally laws authorizing new 
programs tend to lag behind the de- 
velopment of the programs them- 
selves. Hence, to a certain extent the 
absence of permissive legislation was 
a restraining force on the growth of 
credit life insurance. But once the in- 
surance was in demand, new laws per- 
mitting its sale quickly opened the 
way for increased expansion. 

In some states a conflict arose in 
the postwar years because laws gov- 
erning licensed lenders and limiting 
charges for a loan seemed not to per- 
mit the collection of insurance pre- 
miums in connection with the loan. 
A heated debate developed, for in- 
stance, as to whether a section of the 
Uniform Small Loan Law, which pro- 
hibited all charges other than those 
specifically permitted in the law, 
meant that an insurance premium 
could be collected. Some states ruled 
that the collection of an insurance 
premium in addition to the maximum 
interest and other charges did not 
violate the law and thereby result in 
a usurious transaction. Some states 
eliminated doubt by specifically per- 
mitting the lender to collect an in- 
surance premium. The result: a large 
volume of credit life insurance cover- 


ing lives of small loan borrowers. 

And finally, the growth of credit 
life insurance may be attributed to the 
fact that more people became eligible 
for credit because of the availability 
of credit life insurance. This explains 
why it was used more and more—and 
over and over by the same debtors. 

Credit life and credit accident and 
health insurance are basically written 
in two forms—individual or group. 
Under the individual policy plan the 
debtor is the policyholder and he pays 
the premium. Policies are written by 
licensed life insurance agents, who are 
frequently employees of the creditor 
and located in or near the creditor’s 
offices. Until recently, the prevailing 
premium rate was $1.00 per $100 
per annum. The insurance is written 
without medical examination, gener- 
ally for ages 18 to 65, and certain 
exclusions, such as territorial limita- 
tions and war and suicide clauses, usu- 
ally are not present. 


Creditor Is Policyholder 


Under the group plan the creditor 
is the policyholder. The creditor pays 
the premium from its own funds or 
from charges collected from the in- 
sured debtors. One of three methods 
may be used by the creditor in allo- 
cating the cost of the group credit life 
insurance to the debtor: 1) a specific 
charge to the debtor; 2) an adjust- 
ment in the discount or interest rate; 
or 3) absorption of the cost of the 
insurance as an operating expense. 
The prevailing premium for group 
credit life insurance has been 75 cents 
per $1,000 per month or the equiva- 
lent of 48% cents per $100 per an- 
num. 


Depending upon the mode of op- 








Retail Credit Fundamentals, 390 pages 
Retail Credit Management, 477 pages 
Streamlined Letters, 497 pages . . . 


375 JACKSON AVENUE 








= 








Important Steps in Retail Credit Operation, 76 pages 
How to Write Good Credit Letters, 128 pages. . 

Physicians and Dentists Credit and Collection Manual, 64 pages ; 
Retail Collection Procedure and Effective Collection Letters, 80 pages 
Retail Credit Sales Procedures and Letters, 80 pages . 
Hospital Credit and Collection Manual, 68 pages . 
Legal Aspects of Credits and Collections, 72 pages 


NATIONAL RETAIL CREDIT ASSOCIATION 


Better 


$5.00 

5.00 

6.50 

1.50 

2.25 
2.00 
2.00 
2.00 
2.00 
; 2.50 


ST. LOUIS 30, MISSOURI 


CREDIT WORLD June 1960 ‘11 





eration, the premium rate differential 
between group and individual pro- 
grams may become smaller or larger. 
For example, in a group plan written 
on a monthly outstanding balance ba- 
sis, administrative detail is kept to a 
minimum. Costs therefore are con- 
siderably less than in individual policy 
plans or in group plans, where de- 
tailed reporting and insurance audit- 
ing are carried on. Lower costs mean 
lower premium rates, but less controls 
in the insurance company. 

Some group credit life insurance 
programs are offered today for as 
little as 32 cents per $100 per year, 
but other group programs are offered 
at a rate of $1.00 per $100 per year or 
more. 

Policy Programs 


In the individual policy programs, 
until recently the prevailing rate was 
$1.00 per $100 per year. The rate re- 
quired by regulation today in some 
areas, however, is 44 cents per $100 
per year and in other areas 75 cents 
per $100 per year. 

There are other differences between 
individual and group programs. For 
example, in most states today the law 
specifically limits the amount of group 
credit life insurance issued on the life 
of a debtor in connection with a par- 
ticular credit transaction to $10,000 
and other states to $5,000. No such 
limits are found for individual poli- 
cies in most states. 

There are other distinguishing char- 
acteristics of credit life insurance 
plans than those related to individual 
or group policies. The most important 
is the difference between decreasing 
term (declining balance) life insur- 
ance and level term life insurance. 

In the decreasing term policy the 
amount of insurance declines as the 
amount of indebtedness decreases. In 
the level term policy the amount of 
insurance issued at the inception of 
the indebtedness is approximately 
equal to the initial amount of indebt- 
edness. The amount of insurance in 
force remains constant for the full 
term of the policy. This level term 
type of insurance is most commonly 
used in connection with single pay- 
ment loans or production loans where 
there are no monthly payments. 

Both group and individual policies 
may be issued either on a level term 
or a decreasing term basis. In both 
policies, the primary beneficiary is the 
creditor. When the debtor dies, the 
proceeds of the policy are paid to the 
creditor to the extent of the balance 
owing. The residue, if any, is paid to 
the named second beneficiary or es- 
tate of the insured. 

In the postwar II years when 
credit life insurance experienced fan- 
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tastic growth, certain misuses of the 
insurance were countenanced. For ex- 
ample, in areas where lending and in- 
surance regulations were lacking or 
loosely administered, insurance was is- 
sued in amounts greater than the 
amount of the indebtedness. This 
practice violated the underlying prin- 
ciple of credit life insurance: to as- 
sure liquidation of debt in the event 
of the debtor’s death. 

Likewise, insurance was sometimes 
written for terms longer than the term 
of the indebtedness. This practice also 
violated a basic principle of credit 
life insurance: to issue low cost term 
life insurance to remain in force while 
the need was present. When the in- 
debtedness was liquidated, the insur- 
ance no longer would be needed. 

“Pyramiding” insurance became a 
practice in some unregulated areas. 
When debtors renewed or refinanced 
their indebtedness, rather than termi- 
nate the insurance on the old indebt- 
edness and refund the unused portion 
of the premium, the first insurance 
policy remained in force. A second 
policy was issued on the renewed in- 
debtedness. 


Premium on Excess Coverage 


For example, if the debtor initially 
owed $1,000 but reduced his balance 
to $600, the first insurance policy in 
force amounted to approximately 
$600. When the debtor renewed his 
loan in an amount of $1,000, an addi- 
tional $1,000 policy was issued in con- 
nection therewith. Therefore, the debt- 
or only owed approximately $1,000, 
but $1,600 of insurance was in force. 
The debtor had paid a premium on 
the excess coverage. 

Other abuses occurred. Sometimes 
the debtor did not receive a copy of 
the policy or group certificate and 
consequently had no evidence that 
the insurance was in force. If death 
occurred, frequently no claim was 
filed. Even where policies or certifi- 
cates were issued, the cost for the in- 
surance was not fully disclosed to the 
debtor. 

The use of credit life insurance as 
a collateral security device has been 
referred to above. In some states 
where creditors were permitted to re- 
quire life insurance as additional col- 
lateral security, the debtor was not 
notified that he had the right to offer 
existing life insurance as collateral. 
It should be noted, however, that in 
many instances where debtors were 
notified of their right in this regard, 
they still chose to purchase the cheap- 
er credit life insurance so that their 
regular life insurance program was 
not impaired by the existence of the 
debt. 


For example, if a consumer fi- 
nanced the purchase of a new car for 
the amount of $2,400 to be repaid in 
two years, the credit life insurance 
purchased in connection therewith 
would have been approximately $2,- 
400 for a term of 24 months. Had 
this consumer planned his regular in- 
surance program to provide security 
for his family in a proper amount be- 
fore the debt was incurred, it would 
appear that the additional term life 
insurance was needed not to disturb 
the debtor’s earlier life insurance plan. 

In view of the misuses mentioned 
above, there are checkpoints which a 
debtor should consider when he is 
offered credit life insurance. They in- 
clude: 1) Are the amount and the term 
of the insurance approximately equal 
to the amount and the term of the 
indebtedness? 2) Do you know how 
much you are paying and for what? 
3) Do you understand who is the 
beneficiary of the policy and why? 4) 
If this is a renewed or refinanced in- 
debtedness, was the old insurance ter- 
minated before the new insurance was 
written and did you receive a refund 
from the previous insurance? 5) Has 
this insurance been required as secu- 
rity and if so, were you permitted to 
offer existing insurance or to purchase 
the insurance from an authorized 
company and agent of your choice? 
6) Do you need this coverage—or in 
the event you did not buy this protec- 
tion for this particular need, would 
your regular life insurance program 
be disturbed? 

Great strides have been made in 
recent years to better regulate the sale 
of credit life insurance. As a conse- 
quence, instances of misuses of the 
insurance have been minimized. Sta- 
bility in the industry is coming about 
and increasing benefits are being re- 
turned to the insurance-buying public. 


Two Basic Problems 


Two basic problem areas exist. Be- 
cause the lending and insurance trans- 
actions frequently occur at the same 
place and time, the lender must be 
regulated and the insurance transac- 
tion must also be controlled. Without 
one, the other becomes less effective. 

Consequently, proper regulation has 
resulted from: 1) improved insurance 
laws and administrative regulations; 
and 2) improved lending and finance 
laws and regulations. 

Progress in insurance legislation 
and regulation may be primarily at- 
tributed to the work of the National 
Association of Insurance Commission- 
ers (NAIC), which is the formal or- 
ganization of the State Insurance 
Commissioners. This Association 
meets twice each year to develop 





“model” laws and regulations. These 
“models” serve as guides to the state 
legislatures who must enact the law. 

As a result of years of study, the 
NAIC adopted Model Rules and Reg- 
ulations in June, 1954. These admin- 
istrative regulations dealt effectively 
with certain basic problems including: 
1) limiting the amount and term of 
the insurance to the amount and term 
of indebtedness; 2) requiring issuance 
of approved policies through duly li- 
censed agents; 3) assuring proper 
claims handling; 4) establishing can- 
cellation and refund procedures in 
the event of renewal or refinancing; 
and 5) allowing the debtor to offer 
existing insurance or to purchase in- 
surance from an agent or company of 
his choice. 


Misuse of Insurance 


Because some Commissioners 
lacked authority to issue administra- 
tive regulations, states found it neces- 
sary to resort to the enactment of a 
law to effectively deal with the mis- 
uses of credit life insurance. 

Consequently, the NAIC, with the 
assistance of various industry groups, 
developed a Model Bill to guide state 
legislatures who recognized the neces- 
sity of dealing with credit life insur- 
ance problems by law rather than by 
administrative regulation. 

The Model Bill embraces the prin- 
ciples of the 1954 regulations. It con- 
tains stringent provisions requiring 
full disclosure of the cost of the in- 
surance to the insured debtor. It also 
deals with the question of the price 
of the insurance. 

The Model Bill, in the short time 
since its adoption by the NAIC has 
been enacted in some form in some 
20 states. 

Because the Model Bill and laws 
patterned after it deal with the ques- 
tion of price—premium rate in the in- 
surance business—and because all 
states are not enacting identical laws 
or even administering identical laws 
in the same manner, considerable 
controversy surrounds the question of 
what is a proper premium rate. 

A number of factors are involved 
in the determination of a reasonable 
premium rate for credit life insur- 
ance First is the question of the bene- 
fits to be returned to the public This 
involves the amount to be returned 
as claims (mortality cost). Out of 
each premium dollar paid, will bene- 
ficiaries ultimately be returned 50 
cents, 40 cents or 60 cents in bene- 
fits? In a sense, benefits also involve 
the dollars to be returned to the in- 
sureds as refunds when policies termi- 
nate prior to maturity. Limited ex- 
perience under the Model Bill indi- 


cates that refunds will be considerably 
higher than one would guess. 

Of course, an integral part of the 
rate is built-in expenses of the insur- 
ance company in issuing the policies 
and administering the program. Fed- 
eral, state and municipal taxes must 
be paid. A reasonal margin of profit 
after expenses and taxes for the in- 
surer should be permitted. 

Finally, there is the important con- 
sideration of the role of the creditor 
or lender and the role of the licensed 
insurance agent. The creditor incurs 
certain expenses in administering cred- 
it life insurance programs for which 
he should be reimbursed. Moreover, it 
would seem that in the American busi- 
ness system the creditor should ex- 
pect to make a reasonable profit for 
the additional service he is rendering 
to his customers. It is on this point— 
creditor compensation—that we find 
a wide area of disagreement. Should 
the creditor receive any compensa- 
tion? If so, how much? 

The over-all question of premium 
rate determination is no simple mat- 
ter. There should be little surprise, 
then, that despite the development of 
comprehensive and well-written laws 
regulating credit life insurance, con- 
troversy lingers. 


Setting Standards 


Outright attempts to fix the price 
in the law rather than determining 
price on a set of standards in an ad- 
ministrative agency, i.e., the state in- 
surance department, have kindled the 
flame of controversy. For example, 
some states in authorizing the sale of 
credit life insurance in connection 
with small loans have provided in the 
law that the maximum charge to the 
debtor for the insurance shall be 50 
cents per $100 per year 

Is it possible for a law with a fixed 
price or rate to properly reflect 
changes in flexible components of the 
price, such as administrative costs and 
taxes? The State of Arizona several 
years ago enacted amendments to its 
Consumer Finance Law providing that 
the licensed lender could not charge 
the borrower more than 50 cents per 
$100 per year for credit life insur- 
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ance. If 50 cents was a reasonable 
maximum price several years ago, is 
it still a reasonable price in view of 
increased costs, higher taxes, and 
changes in policy benefits offered? 
There is another area of contro- 
versy which, at first glance, would ap- 
pear to be unrelated. This is the ques- 
tion of the Federal income taxation 
of life insurance companies. Until 
1958, life insurance companies had 
been taxed solely on income from in- 
vestments. Operating profits from in- 
surance—we refer to them as under- 
writing gains—were not taxed as in- 
come by the Federal Government. 


Short-Term Policies 


Hence, in some quarters life insur- 
ance companies issuing short-term in- 
surance policies, such as credit life 
insurance, were criticized because 
they were not being taxed on under- 
writing profits. 

Whether or not the criticism was 
justified in the credit life insurance 
area alone is relatively unimportant 
here. The important fact is that a new 
Life Insurance Company Federal In- 
come Tax Law has been enacted 
which taxes companies on their 1958 
and subsequent operating profits from 
credit life and other types of insur- 
ance. The end result is more taxes 
paid by the companies. Equally im- 
portant is the increased stability 
brought to the credit life insurance 
scene with the cessation of such crit- 
icism as once emanated by virtue of a 
long-standing Federal tax formula. 

The debtors and you in the various 
facets of the credit business no doubt 
recognize that another result will be 
that higher taxes will increase the 
over-all price for the insurance. 
“Taxes are paid on Main Street.” 

Some of the areas of controversy 
over credit life insurance have dwin- 
dled away. No one questions the value 
of credit life insurance today. The 
proponents of credit life insurance at 
no additional cost to the debtor are 
far less in number today than even 
two years ago. Those who once 
argued that credit life insurance has 
no place in the small loan field have 
virtually disappeared. 

There can be little doubt that credit 
life insurance has not only become 
an everyday household item and ex- 
perienced the most rapid growth of 
any form of life insurance in recent 
years, but that it is also quickly ma- 
turing and stabilizing. The states have 
come a long way in a short time to 
properly regulate the business in the 
public interest and for the betterment 
of the industry generally. In the pres- 
ent transition, this is sometimes for- 
gotten. kik 
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Should Credit Sales Executives Learn 
The Counselor’s Art of Learning? 


N RECENT YEARS, psychology, 

as a science, has had a kind of 
break-through, and I am rather en- 
thusiastically convinced that some of 
the things that have been going on as 
a result of this break-through have 
relevance, significance and promise 
for the field of selling. 

Like break-throughs in other sci- 
ences, the one in psychology has not 
resulted from a single discovery, but 
rather from the findings of many di- 
ferent and unrelated studies. These 
findings have contributed to the emer- 
gence of a new way of looking at hu- 
man behavior, particularly how hu- 
man behavior gets changed or how 
people are influenced to change. 

I am assuming that the selling proc- 
ess itself is often a change process— 
a process in which a prospective cus- 
tomer has to make certain changes in 
his attitudes or opinions, if he is to 
buy the product or services which the 
salesman offers. 

So if we define some kinds of sell- 
ing situations as involving or requiring 
a change in attitudes of people, it 
seems to me that in one group of 
psychological studies dealing with 
change there is an important impli- 
cation for sales executives and the 
salesmen they supervise. 

These particular studies were un- 
dertaken for the purpose of investi- 
gating the process by which psycholo- 
gical counselors facilitate changes in 
the attitudes and behavior of their 
clients. Because psychological coun- 
seling is essentially a process involv- 
ing face-to-face communication be- 
tween two people, these studies nat- 
urally focused on analyzing the ver- 
bal communication of counselor and 
client. 

One of the most interesting findings 
from these studies, and the one hav- 
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ing possible application to the selling 
process, had to do with the counselor’s 
communication and its effect on the 
client. The investigators discovered 
that some counselors stood out from 
others with regard to the following: 
1) They talked less and listened more. 
2) They made few or no suggestions. 
3)They gave little or no advice and 
avoided evaluating or judging the 
client or his ideas. 4) They used no 
persuasion, arguments, logic, selling. 
5) They let the client direct the inter- 
view himself, decide what to talk 
about. 6) They kept responsibility 
with the client with respect to deci- 
sions about his life, and avoided in- 
fluencing him to make particular de- 
cisions. 

Surprisingly enough, the clients of 
such counselors responded to this 
“non-directive” approach in the fol- 
lowing ways: They showed little or no 
resistance and defensiveness—there 
was nothing for them to fight against 
or argue with. They talked more, ex- 
pressed deeper and deeper feelings, 
got to their “truer” feeling quicker. 
As they began gradually to believe 
the counselor was really not going 
to do anything to them, they began to 
feel safe, unpushed, unmanipulated, in 
charge of themselves. As thy began to 
feel the counselor really understood 
how they saw things in their own way 
and understood their point of view, 
they felt freer to share with him things 
they had never expressed to anyone 
else. Finally, they began to change 
their feelings, attitudes and behavior 
themselves—self-directed change, 
change freely chosen—they were do- 
ing the changing, not being influenced 
or pressured to change. 

From these early studies a whole 
new approach to counseling has 
emerged. Of more significance, how- 


ever, is the fact that the impact of 
this new type of counseling has been 
felt in almost all of the professions 
dealing with change—such as teach- 
ing, personnel work, medicine, etc. 
Let me suggest a few of the implica- 
tions I see in this discovery for the 
field of selling. 

First, it seems that in these studies 
of the counseling process we have 
some validation and confirmation for 
a principle which most successful 
salesmen for years have intuitively 
known from experience. This is, 
namely, that when a customer feels 
he has made a choice or decided on 
a course of action completely on his 
own—as opposed to feeling pushed, 
manipulated, influenced or persuaded 
—he is less likely to be disappointed 
later, to change his mind, cancel out, 
let his payments lapse, seek out an- 
other seller, or feel resentful toward 
the salesman. 

Second, these studies have caused 
us to have less faith in telling people, 
and to realize the potency of listening 
to people. Thus, the counselor spends 
most of his time listening to people. 

Let me illustrate with an imaginary 
customer statement, followed, by a 
salesman’s possible response, then by 
the response of a trained counselor. 

CUSTOMER STATEMENT: I'll never 
buy another dime’s worth from your 
company. 

SALESMAN’S RESPONSE: J! don't 
know why you should feel that way. 
Our company has always stood behind 
its products. We guarantee customer 
satisfaction. 

THOMAS GORDON, Ph.D., is a Psy- 
chological Consultant, Pasadena, Cali- 
fornia. This article is reprinted from 
“Guideposts and Methods,” copyright 
by National Sales Executives, Inc. 





COUNSELOR’S RESPONSE: You some- 
how feel darned bitter about some- 
thing our company has done. 

Or, the customer might say, “We're 
doing this much cheaper now than we 
could with your gadget.” To which 
the salesman might respond, “Well, 
I think you are wrong there. I can 
prove conclusively our method is 
cheaper.” The counselor’s response in 
this situation would be something like, 
“You're pretty well convinced that 
your present method is better, at least 
cost-wise?” 

Note that in these examples the 
salesman’s responses would probably 
be perceived by the customer as ob- 
vious attempts to change him, influ- 
ence him, direct him toward a goal 
which the salesman already had de- 
cided the customer should reach. In 
addition, the salesman is unknowingly 
communicating to the customer sev- 
eral “hidden attitudes’—namely, 
“You're wrong,” “You're not thinking 
of your company’s long-range future,” 
You have no basis for feeling the way 
you do,” I’m right,” and so on. 

In contrast to the salesman’s re- 
sponses, those of the counselor com- 
municate such attitudes as: “I under- 
stand how you feel,” “I’m interested 


in how you see things,” “I’m not try- 
ing to change your opinions and atti- 
tudes, “It's OK to feel the way you 


do,” etc. 


Two Approaches 


These two approaches are further 
contrasted when we see that in the 
typical salesman-customer situation, 
the direction of communication is of- 
ten towards the customer—the sales- 
man is doing the telling. In the coun- 
selor-client situation, however, the 
successful counselor (and, as I am 
suggesting, the successful salesman) 
reverses the direction of the communi- 
cation process so that the client is tell- 
ing him. In this way the client informs 
the salesman, he talks out his feelings 
and opinions, he expresses his uncer- 
tainties, negative attitudes, objections 
and concerns At the same time, the 
client feels he is being listened to, un- 
derstood, accepted, respected. 

The listening approach also as- 
sumes that a person is most likely to 
change when he feels the absence of 
outside pressure, when he feels no 
necessity to defend his point of view, 


and when he feels he is being treated 
as a responsible person. 

The third implication I see from 
these studies of the counseling process 
has to do with the training of sales- 
men. If salesmen were to be trained 
in this process, which has come to be 
called “non-evaluative listening” or 
“neutral listening,” may of the tradi- 
tional methods of training might have 
to be changed. 

This new type of sales training 
would de-emphasize or even eliminate 
much of what is now considered es- 
sential to sales training—techniques 
of persuasion and logic; handling ob- 
jections; learning smooth sales pres- 
entation; techniques of subtly leading, 
guiding or manipulating the customer; 
and methods of closing the sale. 


Training Counselors 


Instead, this new approach to sales 
training would incorporate most of 
what we have found essential in train- 
ing counselors and other professional 
groups mentioned previously: 1) sen- 
tence-by-sentence analysis of tape-re- 
cordings of actual sales situations, 
and role-playing sales interviews to 
discover and eliminate the salesman’s 
tendencies to direct, push, guide, in- 
tervene, manipulate; 2) sensitizing the 
salesman to pick up clues which indi- 
cate the presence of feelings, defen- 
siveness and resistance in the cus- 
tomer’s words; 3) teaching the sales- 
man the rather difficult skill of “non- 
evaluative listening’; 4) teaching the 
salesman “empathy,” the skill of see- 
ing through the same spectacles as his 
customer, getting into his shoes; 5) 
helping the salesman to better under- 
stand himself and the impact his 
communication has on others. 

I predict that such a sales training 
program would turn out salesmen 
equipped with some of the skills, atti- 
tudes and sensitivities as those of a 
trained counselor. “Counselor for his 
customers” is not an inaccurate way 
of describing a successful salesman 
anyway. 

Now I know some of you will flatly 
reject these ideas because we do know 
that people can be made to buy some- 
thing by having certain kinds of psy- 
chological pressure put on them from 
the outside. However, my suggestions 
have not been aimed at those compa- 


nies which can afford to use the one- 
shot hit-and-run sales approach. In- 
stead, I am addressing myself only to 
you sales executives who must depend 
upon establishing the long-range cus- 
tomer relationships in which you want 
your customers to trust the company, 
to feel the company is a source of 
help, to feel they have not been pres- 
sured or even subtly manipulated. I 
am addressing only executives who 
want their customers to feel free to 
express dissatisfactions or gripes be- 
fore they look for another company to 
deal with. 

This approach is not easily and 
quickly learned. It requires a special 
kind of training, under the supervision 
of professional people with experi- 
ence both in counseling and in the 
training of counselors 

Neither is this approach a new psy- 
chological device to influence people 
to do something you want them to 
do and yet make them feel they are 
deciding for themselves. It is an ap- 
proach which requires a genuine be- 
lief that people can determine for 
themselves what is best for them. But, 
as we have learned so well in counsel- 
ing, people can be helped to discover 
what is best by talking to an under- 
standing, non-directing, non-pushing, 
non-evaluative listener. 


No Substitutes 


This approach, then, can never be a 
substitute for an inferior product. The 
product still must satisfy some basic 
need of the customer and be as good 
as, if not better than, some other com- 
pany’s product. What this approach 
will do is to satisfy some of the other 
basic needs of the customer—his 
needs to feel listened to, understood, 
accepted and respected, and his very 
strong need to be self directing, self 
determining and self responsible. 

Let me make a whimsical predic- 
tion. In the counseling field, when we 
describe the counselor's skill in tuning 
in sensitively to his client's feelings 
and attitudes, we often say he has the 
ability to “catch” feelings. We say he 
is good at catching the attitudes and 
feelings thrown at him by the client. 
Might it be that this new sales ap- 
proach will find sales executives in 
the future becoming less concerned 
about the “sales pitch” and more con- 
cerned about the “sales catch"? *** 


You Would Be Surprised How Many Would Join NRCA 


IF YOU ASKED THEM 
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Inactive 
Charge Account 
Promotions 


THIS ARTICLE by WILLIAM F. COFER, Credit 
Manager, Neiman-Marcus, Dallas, Texas, is 
based on a survey made by the Sales Promo- 
tion Committee of the Credit Management 
Division, National Retail Merchants Associa- 
tion. 


HE PROMOTION of inactive charge accounts remind 

me somewhat of certain stocks on the stock market. 
They represent undeveloped assets and are somewhat care- 
lessly overlooked when developing a well-rounded credit 
sales promotion program. The glamour stocks—new charge 
account promotion, new credit plans, etc., are more ap- 
pealing and absorb most of the money alloted for credit 
sales promotion. Of course, your inactive charge accounts 
may have been adequately promoted, nurtured, and ex- 
pended. Therefore, it is not productive and necessary to 
devote additional time and money to the inactive accounts. 
Your procedures and promotions to increase sales among 
your charge customers will determine to a great extent the 
productivity of an inactive charge account promotion. 

Have you ever wondered why charge accounts become 
inactive? Sometime back Dean Ashby, a fellow Texan, 
made an analysis of inactive charge accounts. This analysis 
determined that out of every 100 customers who quit a 
store, one is either dead or unaccounted for, five are in- 
fluenced by friends to trade elsewhere, 14 have unadjusted 
grievances (real or imaginary), three move out of the trade 
area, nine buy elsewhere because of price, and 68 drift 
away because of store indifference. 

Because there seems to ve very little statistical informa- 
tion regarding inactive charge account promotion, and 
most of us have been lackadaisical in this field, we decided 
to make a survey to find out if firms are promoting inactive 
charge accounts, how often, and what methods are being 
used. Also, we are interested in the individual promotions 
and if accurate cost records as well as statistics on activa- 
tion are being kept. It is hoped that we can stimulate 
enough interest and develop methods and procedures that 
will be helpful in assisting members of our association to 
promote inactive charge accounts. 

A questionnaire was sent out to approximately 100 
firms, of which 67 replied and gave the following in- 
formation: 

1. Sixty-one firms promote inactive charge accounts, 
while six do not. 
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2. Thirty-four firms have a regular promotion, 20 firms 
promote occasionally, and seven firms very seldom run a 
promotion on inactive charge accounts. 

3. How often are inactive charge accounts promoted? 

(a) Every month—nine firms 

(b) Every other month—seven firms 

(c) Every three or four months—13 firms 
(d) About two times a year—13 firms 

(e) Once a year—eight firms 

(f) Did not report—11 firms 

4. Methods used: 

(a) Direct Mail 47 
(b) Message on statement head 29 
(c) Statement head with enc. 18 
(d) Telephone 13 
(e) House to House 3 
(f) Salesperson 7 

5. Five firms reported that they operate inactive charge 
account solicitation on a separate budget. Forty-nine firms 
do not. Seven firms did not report. 

6. Eighteen firms keep separate cost records for inac- 
tive charge account promotion. Thirty-nine do not, and 
four did not report. 

7. The results of the inactive charge account promo- 
tion are kept by 32 firms, 25 firms do not calculate the 
results, and four did not report. 

There were several promotions which might be of in- 
terest to you such as: 

(1) One firm sends a letter inquiring if their service 
has been satisfactory, or if he has any complaints, as 
well as mentioning how much they missed him. This is 
followed up with a statement head overprinted with “Pen- 
ny for your thoughts,” and enclosing a penny. 

(2) One firm has a “Thank You” note sent to instal- 
ment customers whose accounts have just been paid. This 
is enclosed with a folder enclosing an honor card to be 
used when shopping. On regular accounts, the statement 
is overprinted with an appropriate message for Easter, 
back to school, etc. The Easter promotion is followed up 
with a letter from the general manager if the account has 
not been used. 

(3) Another firm used credit plugs in newspaper ad- 
vertisements, plugs (just say “Charge it, Please”) on 
merchandise price signs, constant promotion among the 
salespeople to push charging, and regular mailings of 
catalogues throughout the year. A specific inactive pro- 
motion was overprinted on statements mailed in May to 
accounts inactive for one year, and a stimulation folder 
mailed in October to inactive accounts. 

(4) Post cards, statement heads, and a printed card 
enclosing some Green Stamps are used to activate ac- 
counts. 

(5) A store which has branch stores sends the names 
of inactive charge account customers to the store where 
the account was opened. There the customers are con- 
tacted by phone encouraging them to shop again. Of 
course, all conversation is tied into coming merchandise 
events. 

(6) One firm sends the clean Addressograph plate to 
the customer with a letter asking her to return the plate 
by mail if she desires to reopen or wishes to continue to 
use her account. They recently had 65 per cent response 
and charge activity after one of these promotions. 

(7) Inactive charge account letters are sent once a year 
and local customers’ names are sent to merchandise man- 
agers with a memo suggesting opening remarks when 
salespeople call the customer. 

(8) Prior to a birthday sale, a combination note and 
invitation card was sent to all accounts that have not 

(Turn to “Promotions,” page 23.) 
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Thanks for the Memories 


HIS IS THE LAST of a series of messages I 

have prepared for you over the past year. A 
year that will never be equalled as far as I per- 
sonally am concerned. A year filled with many 
great moments and no disappointments. 

No disappointments due to the wonderful, en- 
thusiastic acceptance of this great Association 
throughout the length and breadth of this con- 
tinent. During the past year, I have traveled over 
50,000 miles visiting with our growing member- 
ship. Everywhere I was greeted with the same 
question, “What can we do to help NRCA grow?” 
Never once did I hear a negative approach; only 
the positive forceful desire to join with us in 
many tasks that lie before us. 

Of the eleven district meetings, | have had the 
opportunity of attending nine. The other two held 
their conferences at a time that conflicted with 
other meetings. I am thankful that I had the op- 
portunity to visit those two districts during 1959. 
Our Executive Vice President, William H. Blake, 
accompanied me on these visits to the district 
conferences and our reception at those meetings 
was always enthusiastic. With the dedicated, 
strong, vital leadership at all levels of our or- 
ganization which we witnessed at these confer- 
ences, we are assured of a bright future. 

Many people have asked me how I have man- 


aged to hold down a job and still take the time 
to fulfill the responsibilities of the Presidency. 
Without the sincere cooperation of my employer 
and my office staff, it would have been impossible. 
Even so, there were times when the pace became 
more than strenuous. But no matter how much 
sleep you go without, how many hours you put 
in to it, it is worth it. The wonderful enthusiasm 
of our membership makes any task in behalf of 
this Association a joy. 

So, thanks for the memories. I have thousands 
of them, all wonderfully heart warming; memories 
from Quebec to Vancouver, from Seattle to 
Swampscott, Minneapolis, New Orleans, Nash- 
ville, Davenport, Topeka, Syracuse, Philadelphia, 
Hawaii and a host of other wonderful communi- 
ties too numerous to mention. 

Of all the years that I can remember, and they 
number over a half a hundred, this has been the 
greatest. I personally want to thank our NRCA 
staff in St. Louis, the members of the ACBofA 
and the CWBC of NA and their staff for all the 
kindness and courtesies shown me during my 
term of office. There is one fact that you can be 
sure of, between the airlines and my many friends 
in the CWBC of NA, I have learned to like scram- 
bled eggs. 


Ro~K 


PRESIDENT 
National Retail Credit Association 


CREDIT WORLD June 1960 





TE AE AEA 








LEONARD BERRY 


ANY BUSINESS LETTERS could be shortened by at 
least 25 per cent merely by eliminating unnecessary 
words. Skillful cutting of business letters results in quicker 
and more thorough comprehension by the reader. Also, 
short letters cost less than long ones. 

Says Professor William Strunk, Jr., in a masterly volume 
called, The Elements of Style, “Vigorous writing is concise. 
A sentence should contain no unnecessary words, a para- 
graph no unnecessary sentences, for the same reason that 
a drawing should have no unnecessary lines and a machine 
no unnecessary parts. This requires not that the writer 
make all his sentences short, or that he avoid all detail and 
treat his subject only in outline, but that every word tell.” 

Wordiness strips a letter of clarity and conciseness. If 
meaning is buried in the bog of too many words, the reader 
does not know what the writer is trying to say .. . and 
probably will not take the trouble to find out. The letter 
thus fails in its mission. Not only that, the reader is an- 
noyed at being thought a fool. 

Of course, this cutting must not be too sharply done. 
Business letters have a dual purpose, to tell a message, and 
to build customer good will. What we seek to accomplish 
in a business letter is clarity of communication, plus con- 
veying an impression of appreciation, graciousness and 
thoughtfulness. Trimming off excess words will not make 
the letter any less courteous or considerate, rather the re- 
verse, a clear, concise, complete and cooperative letter is a 
valid indication of the care and effort taken by the writer. 

Here are a few paunchy phrases often encountered in 
business letters. “It is evident and apparent.” “We think 
it is right and proper.” “The cost and expense.” “We wish 
to advise and inform you.” “You can be sure of our assist- 
ance and help.” “We have said over and over again.” “This 
procedure first began.” “We demand and insist.” “We must 
refuse and decline.” And so on. You will think of many 
other “doublets and triplets” which waste words and ob- 
scure meaning. 

Try this: Gather the carbons of some of the letters you 
have written recently, and with a blue pencil and firm 
determination, cross out the words you think can be 
eliminated without destroying meaning or causing seeming 
abruptness. That little exercise should convince you! 

Profitable business is founded on value-for-the-money 
merchandise, smiling, helpful salespeople, thoughtful serv- 
ice and friendly letters. Sentimentality is still an important 
word in business. People generally do things because they 
want to do them. Action usually comes more swiftly and 
surely from the heart than from the reason. Customers 
can often be persuaded to favorable action when threats 
and force fail. Someone said that man is a psychological, 
not a logical, animal. Put another way, “It pays to be nice 
to people.” 

To those of our readers who have responsibility for 
writing business letters, we want to say that success as a 
correspondent depends upon the words used. A person may 
have all the qualities of enthusiasm and enterprise we 
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mentioned last month, but these wonderful attributes will 
lack real expression without the ability to select words that 
sparkle and sing. Our objective is attention-compelling, 
benefit-promising, good will-building letters. One of the 
best ways of achieving this objective is to avoid long, in- 
volved sentences, moth-eaten expressions, and, too many 
words. 

We quote again the same Professor Strunk mentioned 
earlier, who urged his classes at Cornell University several 
years ago to “Omit needless words.” 


This Month's Illustrations 


> 


All our illustrations this month are printed collection 
notices. So many members ask us for examples of these 
time and money-saving reminders we decided to offer a 
whole page of them to give you ideas and suggestions for 
your Own operation. 

The early stages of collections should be definitely of 
the “impersonal” nature. The whole idea in this period is 
to reassure the debtor that mild past-dueness is not an 
earth-shaking matter and that if payment is forthcoming 
everything will be alright, including continuation of credit 
service. Of course, after the grace period of no more than 
90 days, this entire attitude changes to one of “personal” 
follow-up with the appeals beamed to a specific person 
and becoming successively more compelling. 

Illustration No. 1. Here we have three collection notices 
used by Wyman Shoe Store, Baltimore, Maryland. The 
first one is designed for a window-faced envelope. This is 
a definitely inexpensive but effective reminder. Note the 
statement, your credit standing is your most valuable asset. 

Illustration No. 2. Here we have several notices sent to 
us by Gimbel Brothers. Five are shown to illustrate the 
variety of situations which can be covered by use of these 
simple printed notices. Even the troublesome partial pay- 
ment problem can successfully be handled with printed 
notices. The basis for an effective printed notice collection 
system is consistency and regularity. The debtor soon gets 
the idea that bills should be paid as agreed, and that faith- 
fulness in fulfilling obligations is the keystone of a desir- 
able credit record. 

Illustration No. 3. Here we show a series of four 
printed collection notices used by Jermaine’s Ltd., Van- 
couver, British Columbia, Canada. The insigne of the Re- 
tail Credit Grantor’s Association of Canada adds authority 
to the reminder. The emblem of the National Retail Credit 
Association similarly adds strength to any message. We 
recommend to our members that they take advantage of 
the tremendous prestige of NRCA by using our emblem 
wherever possible in business communications. 

Communications is one large area of credit office ex- 
pense in which using these printed forms offers economies 
while at the same time creating greater effectiveness and 
reducing customer resistance. 
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EDIT STANDING 1S YOUR MOST VALUABLE ASSET WYMAN SHOE: 
N. HOWARD STREET 
ALTIMORE 
Dear Customer 

Just a friendly reminder th ove not received your 
S DUE AND PAYABLE payment on your revolving credit o mn 
— Your regular scheduled payment is due each month os 
per your agreement with us. 

We will thank you to give this your prompt attention 
Sincerely yours, 
WYMAN, INC 
Monthly Payment $ 


Past Due $ Credit Departmen 























2 N. HOWARD STREET 
BALTIMORE 1, MD 
= ———E ar Customer 
Dear Customer , poyments on your account 
Just a friendly reminder of the balance carried forward on th s past due 
As you know, ell purchases are payable within 0 days Unfortunately poyments are due before the # each 
we in the Department of Accounts are oot always aware of « credit or ad rt 
usement which may be pending, and if this balance has not been peid in 
full oF im part because of sn adjustment or credit which may have been 


delayed, please let us know as it is our desire to be of ecrvice w you at 
Please give th 
all times 


t is ime nt thot these poyment mode wh 


os promptness in meeting y t s the best woy 
mointoin your credit 
sHention 


sincerely yours 
If payment has been sent since the closing date on your statement, please WYMAN, INC 
accept our thanks and disregard thu potice 

Cardaally 
BRoadway 67000 edit Department 
GIMBELS = 


Extension 612 
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Hearings End on S. 2755—Bill With New Provi- 
sions Is Approved by Subcommittee: The hearings on 
this legislation (which would require a statement both in 
dollars and cents, and as a simple annual interest rate, of 
the finance charge on any instalment transaction) which 
began on March 23, 1960 wound up on May 6, 1960. In 
all there had been eight days, or half-days, during which 
proponents and opponents expressed their views before 
the Subcommittee on Production and Stabilization of the 
Senate Committee on Banking and Currency. The measure 
has often been referred to as the Douglas “truth-in-lend- 
ing” bill. The provision as to simple annual interest has 
been called “the heart” of the bill. 

On May 6, 1960, Carl A. Bimson, President, Valley Na- 
tional Bank of Phoenix, Arizona, and Vice President of the 
American Bankers Association, and a former chairman 
of the Instalment Credit Commission of that association 
said: “We heartily indorse the objective of S. 2755, to re- 
quire the disclosure of finance charges in connection with 
extensions of credit,” pointing out that some years ago the 
Instalment Credit Commission had worked with the Na- 
tional Better Business Bureau, Inc. “In an endeavor to 
encourage the full disclosure of finance and loan charges.” 

Noting that some 10,000 commercial banks have en- 
tered the field of instalment credit in the past 20 years, 
and that on January 30, 1960 these banks held in excess 
of $15 billion outstanding in instalment credit, he stated 
that the Instalment Credit Commission had formulated 
“Standards of Practice” for the guidance of all banks in 
this field, and he strongly underscored the following item: 
“If a retail instalment contract does not so stipulate, a 
complete statement of the transaction should be provided 
purchaser to include cash price, down-payment, unpaid bal- 
ance, insurance cost, principal balance, finance charge, 
time balance, and the number, amount, and due date of 
each payment.’” He pointed out: 

“From many years of experience in extending billions 
of dollars in instalment credit, we believe that the first 
requirement of the proposed legislation, that is, a full dis- 
closure of the dollar amount of all charges in connection 
with a loan will be beneficial to the public and the econ- 
omy. In addition, it is recognized that commercial banks 
are generally low-rate lenders in this field and probably 
would gain competitively from any legislation which will 
clarify the cost of credit in the minds of the public. 

“Nevertheless, it is our earnest and sincere opinion that 
the second requirement of this bill, providing that the per- 
centage that such amount bears to the outstanding prin- 
cipal obligation, or unpaid balance, be expressed in terms 
of simple annual interest, is not necessary to enable the 
public to compare the cost of consumer credit. Moreover, 
we believe such a requirement is impractical, would be 
very difficult to administer, would increase the expense of 
extending credit, and would confuse the public.” 

The precedents in the consumer lending field have dem- 
onstrated that an itemization of charges in dollar amounts 
is the most practicable form of statement for lenders to 
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make and gives the public all the information necessary for 
full disclosure, Mr. Bimson indicated. Thus, consideration 
of the subject in many state legislatures has resulted in 
legislation requiring only a statement of the dollar amount 
of costs; that likewise Congress in its consideration of 
F.H.A. home modernization loans has stated the limitation 
on interest and charges for amounts up to $2,500 in terms 
of a $5 discount per $100 of original face amount of a 
one-year note payable in equal monthly instalments; and 
that when instalment lending was subject to the jurisdic- 
tion of the Federal Reserve Board, Regulation W required 
only a statement of dollar costs. 

Finally in regard to the question of enforcement Mr. 
Bimson pointed to the fact that many millions of Ameri- 
can families in every community in the country and 
hundreds of thousands of business concerns would be af- 
fected. “For the public to benefit most from this type of 
legislation,” he stated, “obviously it should be properly 
administered and enforced. It is our opinion that such 
legislation can be most effectively administered and en- 
forced at the State level.” 

Indicating a split of opinion among bankers, the presi- 
dent of the Bowery Savings Bank of New York, in separate 
testimony on the same date, indorsed the requirement that 
lenders and instalment sellers disclose the simple annual 
interest rate they charge for credit. He gave as his opinion 
that disclosure of annual interest rates would afford con- 
sumers an easily understood yardstick to judge the cost of 
credit, and he insisted, further, that banks would not have 
difficulty in stating their finance charges in terms of 
simple annual interest. He did, however, qualify the latter 
statement by indicating that the bill’s provisions as to 
simple annual interest might cause some difficulties in the 
field of instalment sales. In this connection he pointed to 
the bill’s provisions which would give the Federal Reserve 
Board (the enforcement agency now provided by the bill) 
enough flexibility with respect to adjustment and excep- 
tions to make the provisions workable. 

The record, however, leaves a great deal to be desired 
in this regard. In fact, the question as to whether such 
adjustments and exceptions, mentioned by the president of 
the Bowery Savings Bank, could be worked out to fit the 
great variety of different and often complicated situations, 
has been left virtually unexplored and unanswered. Un- 
doubtedly the several specific instances read into the record 
point to a difficult problem. The American Bankers As- 
sociation for example submitted the following question to 
three California universities: “What is the effective rate 
of interest charged on a loan of $1,000, when a total of 
$1,060 is repaid in 12 equal monthly payments?” Five 
answers were received (three from one institution), each 
different, with a spread from 11.5 per cent to 11.78 per 
cent. Each answer was supported by mathematical calcu- 
lations submitted for the record. 

The important testimony of the representatives of the 
bankers, summarized above, was actually received several 

(Turn to “Capital,” page 23.) 





Atlanta, Georgia 

At the annual meeting of the Atlanta Retail Credit Asso- 
ciation, Atlanta, Georgia, the following officers and direc- 
tors were elected: President, Julian J. Barfield, First Na- 
tional Bank of Atlanta; First Vice President, James S. 
Smith, Shell Oil Company; Second Vice President, Louis 
J. Fortuna, Citizens & Southern National Bank; Secretary, 
Mrs. June G. Darrington, Credit Bureau of Atlanta; and 
Treasurer, Frank G. Mewborn, Credit Bureau of Atlanta. 
Directors: Essie Horton, Atlanta Newspapers; Mrs. Lucile 
Phillips, Thompson, Boland & Lee; George L. Griffeth, 
Rich’s; Wallace Wingfield, Atlanta Gas Light Company; 
Eugene E. Jones, Citizens & Southern National Bank; 
Claude R. Gaines, Regenstein’s; H. J. McGowan, Com- 
munity Loan & Investment Corporation; James H. Gra- 
ham, Rich’s; Fred Jones, Parks Chambers, Inc.; and John 
R. McGill, First National Bank of Atlanta. 


Salt Lake City, Utah 


The new officers and directors of the Credit Bureau of 
Salt Lake City, Salt Lake City, Utah, are: President, D. E. 
Ostler, Walker Bank & Trust Company; Vice President, 
Ralph Trane, Daynes Music Company; Treasurer, Stanley 
L. McCorkle, American Linen Supply; and Secretary, Wil- 
liam S. Asper, The Credit Bureau. Directors: James L. 
Rieben, First Security Bank of Utah; Kenneth M. Mathe- 
son, Bestway Building Center; Ralph Trane, Daynes Music 
Company; Hugh Bunnell, Morrison-Merrill & Company; 
Orson M. Richins, Prudential Federal Savings & Loan 
Association; Winston Jones, Strevell Paterson Finance 
Company; and Clary Crooks, Newspaper Agency Corpora- 
tion. 


Regina, Saskatchewan, Canada 


At the annual meeting of the Regina Retail Credit Asso- 
ciation, Regina, Saskatchewan, Canada, the following offi- 
cers and directors were elected: President, Philip Koch, 
T. Eaton Company Ltd.; Vice President, Robert Thomp- 
son, The British American Oil Company Ltd.; Treasurer, 
Richard Gallagher, Bank of Nova Scotia; and Secretary, 
Kenneth Reid, Credit Bureau of Regina. Directors: Helen 
Amon, Miladi’s; Gladys Goff, Heintzman and Company 
Ltd.; William Irwin, Child and Gower Ltd.; Douglas Mc- 
Combs, Pacific Finance Credit Ltd.; Norman Taylor, The 
Bank of Montreal; and Frank Weisbeck, Regina Motor 
Products Ltd. 


Johnson City, Tennessee 


The 1960 officers and directors of the Associated Credit 
Managers of Johnson City, Johnson City, Tennessee, are: 
President, H. H. Gregg, Gregg Electric Company; First 
Vice President, L. O. Hale, Tennessee Motor Company; 
Second Vice President, Morrell Lacy, Hannah's; and Sec- 
retary-Manager, Frank K. Edmonds, The Credit Bureau. 
Directors: R. N. Dosser, Dosser, Inc.; F. B. Hannah, Han- 
nah’s; Mack P. Boyer, First Peoples Bank; W. F. Shurtz, 
Pet Dairy Products Company; W. F. Fine, Sterchi Bros. 


Stores; Jack Miller, The Nettie Lee Shops; Helen Morley, 
Paty Lumber Company; Florence McClellan, King’s; and 
Kent Herrin, Herrin & Sherwood. 


Quincy, Massachusetts 


The new officers and directors of the Retail Credit Asso- 
ciation of the South Shore, Quincy, Massachusetts, are: 
President, Mrs. Ebba Munck Orrall, Norfolk County 
Trust Company; Vice President, Russell Fish, The Welch 
Company; Treasurer, Mrs. Marie V. Mackenzie, Sheridans; 
and Secretary, Richard Downing, Quincy Cooperative 
Bank. Directors: Mrs. Elinor Rapp, Kinkaide Furniture 
Company; Philip L. Nash, Alvin Hollis and Company; and 
Matthew Condon, Quincy Trust Company. 


Winnipeg, Manitoba, Canada 


At the annual meeting of the Credit Grantors’ Associa- 
tion of Winnipeg, Winnipeg, Manitoba, Canada, the fol- 
lowing officers and directors were elected: President, C. C. 
Jamieson, Winnipeg Supply and Fuel Company; Vice 
President, L. A. Tasker, Western Finance Company; Secre- 
tary-Treasurer, S. A. Masson, Credit Bureau of Winnipeg; 
and Immediate Past President, H. A. Genser, Genser & 
Sons Limited. Directors: J. T. F. Aitken, Stewart Electric 
Company Ltd.; K. Bolam, Simpson-Sears Ltd.; E. E. Bur- 
den, Manitoba Power Commission; O. M. Day, Winnipeg 
Central Heating Company; N. G. Douglas, Bank of Mon- 
treal; R. Kingdon, British American Oil Company; R. D. G. 
Murray, Moffats Ltd.; D. V. Roberts, Brown and Ruther- 
ford Ltd.; W. J. Thomson, Eaton’s of Canada; and W. J. 
Drudge, Hudson’s Bay Company. 


Rockford, Illinois 


At the annual meeting of the Retail Credit Association 
of Rockford, Rockford, Illinois, the following officers and 
directors were elected: President, Mrs. Elinor Collins, 
Block and Kuhl East; Vice President, Thomas Monroe, 
Smith Oil and Kefining Company; Treasurer, Adeline Mag- 
nuson, Carrico and Wilgus; and Secretary, Mrs. Pauline 
Weens, Credit Bureau of Rockford. Directors: W. L. An- 
drew, Park State Bank; Harry Andreen, First National 
Bank and Trust Company; William Knapp, First Federal 
Savings and Loan Company; and Ellen Campbell, House 
of Lindberg. 


Sarnia, Ontario, Canada 


The Credit Granters’ Association of Sarnia, Sarnia, 
Ontario, Canada, recently elected their new officers and 
directors for 1960-1961. They are: President, J. I. Moffat, 
Sarnia General Hospital; First Vice President, Morris 
Kirk, Rosen’s Furniture; Second Vice President, J. B. 
Newman, Sarnia Lumber and Builders Supply; Treasurer, 
Jean Reid, Canadian Tire Corporation; and Secretary, 
R. F. Ainsworth, Credit Bureau of Sarnia Ltd. Directors: 
H. E. Armstrong, Keelans Ltd.; Sid Aronovitch, Taylor's 
Men’s Wear; Guy Pettigrew, Industrial Acceptance Cor- 
poration; Anne Finch, Lambton Motors Ltd.; and F. B. 
McKeen, Simpson-Sears Ltd. 
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STATE LEGISLATION 








Alabama: Several small loan companies are threatened 
with the loss of their licenses for failure to comply with 
the Alabama statute, according to State Supervisor of 
Loans Lehman J. Lewis. The laws prohibit loan companies 
from making more than one loan to any one person at a 
time; knowingly permitting a borrower to obtain a loan 
from more than one office operated by a single business- 
man; and forbids a loan licensee from requiring a borrower 
to pay notary fees. A temporary injunction which had 
halted enforcement of these three regulations was dismissed 
in Mobile by Circuit Judge William C. Taylor, who held 
the regulations are enforceable. 

Delaware: Real estate brokers, mortgage bankers, and 
attorneys express unanimous belief that the average person 
may find it extremely difficult to purchase a home in Dela- 
ware if the state legislature fails to enact a bill listed as 
H.B. 526. The bill, sponsored by Representative Charles 
C. King, defines a “cloudy” area of the Delaware code 
relating to mortgage money and interest charges under 
FHA and VA loans. The bill will have no effect, up or 
down, in present home-buying costs. 

Kentucky: Governor Combs permitted to become law, 
without his signature, a bill to increase from $400 to $800 
the ceiling on small loans. The measure also reduced the 
rate allowed for larger loans. 

Maryland: On the grounds it would discriminate against 
the innocent and fail to curb irresponsible operators, Gov- 
ernor Tawes vetoed a bill to provide limited controls of 
savings and loan associations. 

The Governor subscribes to the position that there must 
be full control of the savings and loan business. He says 
he would appoint an executive commission to work with 
the committee already assigned by the State Legislative 
Council with the goal of presenting “appropriate legisla- 
tion” next year. 

Mississippi: Conflicting views on whether direct lending 
by small loan agencies would cost borrowers more or less 
than brokerage lending now permitted were heard in the 
Mississippi Senate Chambers. Speaking for the bill, John 
Gregg, Jackson attorney, said the only issue was “whether 
we want to allow people the freedom of choice. Direct 
lending will eliminate the charges and cost the borrower 
less.” Opposing the bill on behalf of the Mississippi Con- 
sumer Finance Association, J. Will Young, also a Jackson 
attorney, said the proposed legislation would put brokers 
out of business, because lenders would stop making money 
available to them. 

New Jersey. Four consumer protection bills, featuring 
finance charge limits on instalment contracts for cars, gen- 
eral merchandise, and home improvements, were intro- 
duced in the New Jersey Senate amid predictions of favor- 
able action before the legislature recesses for the summer. 

Pennsylvania: Steps to curb what it terms excessive 
rates charged by credit life insurance companies are being 
considered by the Pennsylvania State Insurance Depart- 
ment. Although the insurance department has no separate 
statutory authority over credit life firms, Charles V. Walsh, 
department counsel, said he was considering the possibility 
of regulating these companies under the state administra- 
tive code. 
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Delaware: A bill to regulate retail instalment sales, 
H.B. 550, was introduced in the Delaware legislature by 
representatives Joseph S. Latina and Russell D. F. Dineen. 
The measure would add a new section to Delaware’s laws 
on commerce and trade. The proposal is based upon sim- 
ilar laws in New York and California. 

The bill would limit the service charges that may be 
made on retail instalment sales contracts and on retail 
instalment accounts. Service charge on retail instalment 
contracts for sales over $75 would be limited to five-sixths 
of one per cent on unpaid balances up to $1,000 and two- 
thirds of one per cent on an unpaid balance over $1,000. 

The measure, among other things, would permit retail 
instalment accounts to be set up. The seller must give the 
buyer an “understandable statement of the rates of service 
charge.” Charges could not exceed 1.5 per cent per month 
on an outstanding balance of more than $1,000, with a 
minimum of one dollar per month. 

Michigan: A bill to prevent most state boards and com- 
missions from restricting advertising by their license hold- 
ers was given final passage by the Michigan legislature and 
sent to the Governor for signature. The measure will 
affect ail the regulating and licensing agencies except State 
Liquor Control Commission and the State Corporation and 
Securities Commission. 

Indiana: Indiana’s State Board of Financial institutions 
scheduled a hearing for June 16 on a proposed new regula- 
tion intended to crack down on excessive interest rates‘ and 
kickbacks on instalment buying contracts. The board said 
one of the principal points of the rule would require fi- 
nance and other lending institutions to inform a buyer 
when more than two per cent of his loan is being paid to 
the seller in return for obtaining the sales contract. 

Michigan: A resolution to continue a three-member 
committee to investigate trading stamps was adopted by 
the Michigan Senate. 

Connecticut: Plans for a crackdown to eliminate what 
officials term “false advertising practices” were announced 
by the Connecticut State Department of Consumer Protec- 
tion. Commissioner Attillio R. Frassinelli said that “no 
formal charges will be brought against retailers at the 
present time, but these meetings will serve as a warning 
to dealers throughout the state.” 

Wisconsin: Governor Nelson has appointed an eight- 
member committee to prepare legislative proposals for 
regulating instalment sales and revolving credit plans. 
“Everyone agrees,” he said, “that the time has come to 
regulate time price sales, including the setting of maximum 
charges, full disclosure of terms to customers, the degree of 
state supervision, and penalties for violations.” 

Members of the drafting committee are: Professor 
Robert Skilton, University of Wisconsin Law School; 
Bertram McNamara, United Steel Workers; Joseph A. 
Deglman, Boston Store, Milwaukee; Paul Noelke, counsel 
for the Wisconsin Retail Merchants Association; Robert 
McCord, vice president of the Citizens Bank of Sheboygan; 
Herbert C. Hirschboeck, sales finance expert; Robert J. 
Vergeront, Assistant State Attorney General, and John F. 
Doyle, supervisor of the State Banking Department’s con- 
sumer credit division. 











* “Promotions” 








been used within the last year. Three months later, any 
customer who did not respond to the invitation was called. 
In November this firm mailed 800 credit certificates 
which could be credited to the account. 

(9) There were many other firms who reported the use 
of letters, overprinted statements, invitations, announce- 
ments, etc. to activate inactive charge accounts. 

As you can see from the survey, most firms promote 
their inactive charge accounts, although the majority seem 
to do it haphazardly, or possibly, when there is not any- 
thing else to do. There were several good ideas obtained 
from the survey which, if put into use, can be utilized 
to increase your credit sales and the profits of your firm. 
All credit promotions should be tailored to your individ- 
ual operation and to the type of customers you serve. 
For instance, you would not want to use an expensive 
direct mailer to customers whose potential business with 
you is limited; and yet, there is a way to profitably pro- 
mote these customers to buy and to be put back on the 
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books. If possible, it would be best to classify your cus- 
tomers so that your efforts can be properly directed. 
Recently we were successful in getting a customer to shop 
with us; yet, it took many personal contacts, invitations to 
special events, football tickets to the big games, and di- 
rect solicitation by our president. It took several years, 
but it paid off in substantial purchases running into five 
figures. This same effort directed toward a normal cus- 
tomer would be very unprofitable. The normal customer 
has a weak spot, and it is our job to locate it. When spend- 
ing our firms’ promotional dollars, whether it be inactive 
charge account promotion, new account solicitation, or 
promoting a new credit plan, it is our responsibility to 
keep accurate costs and statistical information. With this 
ammunition we can go to management and obtain ad- 
ditional promotional money, as well as show in dollars 
and cents the results of our efforts. We will continue to in- 
vestigate an active charge account promotion, and this 
year it will develop a formula so that your results can be 
compared with other firms. ik 





California: A bill was enacted by the California legisla- 
ture to provide that bonds required in the licensing of auto- 
mobile dealers shall not protect the monetary interest of 
a financing agency which has loaned money to the licensee. 
Governor Brown had opened a special state legislative 
session to consideration of the bill, after being informed 
by Assemblyman Thomas J. MacBride that a majority of 
small new and used car dealers would not be able to renew 
their dealer's licenses for 1961 unless the law was amended, 
because they would not be able to get the necessary bond. 
Insurance companies were recommending 100 per cent 
increase in bond premiums. 

North Carolina: State Commissioner of Banks Ben 
Roberts said he will issue cease and desist orders against 
about 130 finance companies that have been charging 
borrowers illegal fees on duplicate loans. In a report to 
the Banking Commission, Roberts suggests the following 
changes in the present small loan: New small loan com- 
panies show that they would promote the convenience and 
advantage of the community before being allowed to do 
business; have assets of at least $25,000; have a flat rate 
for loans; take profit motive out of accident, health and 
credit life insurance, and that such insurance be written 
in group policies, with coverage limited to the amount of 
payment and the unpaid balance. 

Rhode Island: A bill to regulate instalment selling 
and financing of automobiles was passed by the House of 
Representatives and sent to the Senate. The bill would 
set maximum interest rates which may be charged in 
financing car sales based on the year of the model. It 
would place all finance agencies under supervision of the 
state bank commissioner, require a $100 annual license 
fee, and give the Commissioner the power to revoke a 
license for fraud or deception or violation of the Act. 

Texas: A ruling handed down by the Texas Supreme 
Court upheld an anti-usury injunction against a group of 
Dallas lenders. The court's action marked a first victory in 
the high state tribunal for State Attorney General Will 
Wilson, who has 365 suits against firms accused of charging 
excessive interest rates on small loans. 

Ohio: Initial steps toward a State Supreme Court test 
of the constitutionality of Ohio’s new fair trade law were 
taken as counsel conferred with Common Pleas Judge 
Eugene R. McNeill in Cleveland about setting up short-cut 
working procedures. The test case involves the Hudson 
Distributing Company and the Upjohn Company and 


whether discount houses can sell drugs and cosmetics at 
prices below those set by the manufacturer. It is regarded 
as certain that the case will go to the State Court of Ap- 
peals and the Ohio Supreme Court, with a possibility of 
the U. S. Supreme Court. 

Tennessee: State Revenue Commissioner Alfred Mac- 
Farland announced he has instructed his agents to notify 
tobacco companies that giving trading stamps with cigarette 
sales is not permitted. 


days after the Subcommittee had voted four to three to 
approve the bill, or rather a revised version, which now 
must go before the full commitee. This revised bill has 
been virtually re-written, with the objective no doubt of 
clarification as well as of adding new provisions to the 
bill. These new features include an exemption where, 
under State law, “any credit transactions or class of trans- 
actions . . . are effectively regulated . . . so as to require 
the disclosure by the creditor of the same or substantially 
the same information as is required under section 4 of this 
Act.” 

A new provision also seeks to make the Act, in part, 
self-executing or self-enforcing by providing that “Any 
creditor who in connection with any credit transaction 
fails to disclose to any person any information in violation 
of this Act, or any regulation issued thereunder, shall be 
liable to such person in the amount of $1,000, or in an 
amount equal to twice the finance charge required by 
such creditor in connection with such transaction, which- 
ever is lesser.” Action to recover such penalty may be 
brought in “any Federal court of competent jurisdiction 
regardless of the amount in controversy, and any State 
court of competent jurisdiction.” Since the present limita- 
tion on the amount in controversy in Federal Court is 
$10,000, this new provision in the bill would seemingly 
have a very drastic impact on the administration and op- 
eration of the Federal Courts system. 

The bill continues the original provision for a fine up 
to $5,000 or imprisonment for not more than one year, or 
both, for willful violation of the Act or any regulation 
thereunder. kk 
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Frank J. Ross in New Position 


Frank J. Ross, General Credit Manager, Sears, Roebuck 
and Company, Chicago, Illinois, has been elected to the 
newly created post of Vice President and General Credit 
Manager. A native of San Antonio, Texas, he has spent 
his entire career'in the credit field. He joined Sears in Los 
Angeles in 1936 and was Pacific Coast Territory Credit 
and Collection Manager for three years before coming to 
Chicago in 1955 as assistant General Credit Manager. He 
has been general Credit Manager since January 1959. Mr. 
Ross attended Pasadena Junior College and Southwestern 
Law School at Los Angeles, and was associated with the 
Bank of America before joining Sears. He is a trustee of 
the National Foundation for Consumer Credit, and a di- 
rector of the Merchants Research Council and of the 
Credit Management Division of the National Retail Credit 
Association. 


G. G. Duval 


G. Gray Duval, 59, Manager, Collection Service Divi- 
sion, and Manager, Physicians and Dentists Credit Bureau 
of the Merchants Association, Charlotte, North Carolina, 
died suddenly, May 2, 1960. He was serving as Chairman 
of the Medical Hospital Division of the Associated Credit 
Bureaus of the Southeast and was a director of the Credit 
Bureau of Charlotte. He was awarded the 1959-1960 
achievement award recently in New Orleans as the out- 
standing collection manager of the Southeastern United 
States. He was an active member of the Charlotte Optimist 
Club and a member of the Dilworth Methodist Church. He 
is survived by his wife, a stepson, and two brothers, to 
whom we extend our sincere sympathy. 


Human Relations Course in Kingsport 

The Kingsport Credit Granters, Kingsport, Tennessee, 
recently sponsored the two-night course, “Human Rela- 
tions in Business,” conducted by S. H. Womack and spon- 
sored by the National Retail Credit Association. Certifi- 
cates were awarded to 120 credit men and women en- 
rolled in the course. So much enthusiasm and interest was 
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W. F. Streeter Opens Consulting Office 


William F. Streeter, for the past 12 years supervisor of 
credit and collection offices of Boutell-Davidson Company 
stores in Minneapolis, Omaha, and 
Kansas City, has announced his resig- 
nation effective July 1, 1960. Mr. 

Streeter, formerly of Milwaukee, came 
to Minneapolis in 1948 as retail credit 
sales and office manager of Boutells, 
and was made credit supervisor in 
1955. In Milwaukee, he was president 
of the Milwaukee Retail Credit Asso- 
ciation and in 1954 was elected presi- 
dent of the Retail Credit Association 
of Minneapolis. Currently, he is a 
member of the board of directors of the National Retail 
Credit Association. 

Nationally-known in retail credit circles, he is acknowl- 
edged as the only person in the retail credit field to have 
served as president of two local associations. At 19, he was 
credit manager of a furniture store in Milwaukee and is 
the youngest member of the NRCA’s Quarter Century 
Club. He has been in retailing for the past 31 years. He 
is credited with installation of the first revolving credit 
system in furniture operations in 1957 in Minneapolis. 

He plans to open a retail credit consulting office in 
Minneapolis, the first such service offered in the area. 
Mr. Streeter and his wife, Alice, reside at 5924 Chowen 
Avenue S., Minneapolis, Minnesota. 





evidenced that an additional course will be offered by Mr. 
Womack in the near future. 

Shown in the picture below, taken at the final session, 
are: C. H. Walter, Secretary-Manager, Credit Bureau of 
Kingsport; Mrs. Eleen Carson, Assistant Secretary; Mrs. 
Nina Devault, Vice President, Kingsport Credit Granters; 
S. H. Womack; Mrs. Wanda Grills, President; Mrs. Erma 
K. Moody, Sceretary-Treasurer; and Mrs. Grace A. 
Brownell, Education Chairman, Kingsport Credit Grant- 
ers. 





Nashville Celebrates 


50th Anniversary 


HE NASHVILLE Retail Credit Association observed 

the 50th anniversary of its organization on April 21 
with a gala celebration at the Hillwood Country Club in 
Nashville, Tennessee. Over 300 persons, including many 
business and civic leaders, attended the banquet and dance 
which followed. 

David K. Blair and William H. Blake, president and 
executive vice president of the NRCA respectively; Lind- 
ley S. Crowder, retired general manager of NRCA; and 
Fred P. Entler, president, District 4, NRCA, were hon- 
ored guests at the occasion. 

Ralph D. Wright, president of the Nashville Associa- 
tion, presided and narrated an original skit which high- 
lighted historic national events paralleling the growth of 
the local association. This presentation was dramatic and 
colorful with live musical background, recorded voices 
from out of the past and dress styles of the various dec- 
ades. 

An impressive part of the occasion was the presence of 
28 of the 37 living past presidents at a special table. The 
remaining nine, some now in other states, sent congratula- 
tory messages as did Tennessee’s Governor Buford Elling- 
ton. President Wright voiced special tribute to those who 
had served as president of the group since its inception 
in 1910 by R. H. Poindexter, who was its first president. 

The Golden Anniversary celebration was highlighted by 
the presentation of a “Credit Personality of the Year” 
award to Harvey King, a past president and owner of the 
Tennessee Adjustment Service. Presentation of this spe- 
cial citation, together with a $100 cash award, was made 
by Mr. Blake on behalf of the Nashville Association. 

Present was Ben C. Nance, the only surviving member 
of the nine man group which originated the association 
and three times its president. Mr. Nance, now retired, 
wrote the original charter and was instrumental in organ- 
izing the Credit Bureau of Nashville, which he headed 
for many years. 

Hugh L. Reagan, past president of the Nashville group 
and president of the NRCA in 1948, related his expe- 
riences in the association over the years. He also praised 
the past presidents for their efforts in developing the Nash- 
ville Association to its present enviable position in the 
credit field. 

Mr. Crowder, recognized nationally as “Mr. Credit,” 


W. H. Blake presents “Credit Personality” award to Harvey 
King. 


greeted the Nashville group and recalled that he had 
known 33 of its past presidents personally. He is now In- 
vestment Counselor and Board Member of the NRCA. 
He was introduced by Sam R. Milliken, local vice pres- 
ident. 

It was announced by Hewitt Rogers, second vice pres- 
ident of the group, that 65 new members had been added 
to the association during a membership drive climaxed 
by the anniversary celebration. This brought total member- 
ship to over 300. Mrs. Mary W. Lemmer, Secretary-Treas- 
urer of the Credit Bureau of Nashville, received a cash 
award of $120 to cover expenses to the New Orleans 
District Conference for securing 20 new members. This 
was the largest single effort during the contest which had 
as its slogan: “50 for the 50th.” 

Mr. Blair delivered a challenging message on “Nashville 
Faces the Future,” after an introduction by Murray M. 
Nicholson, first vice president. Joe E. Torrence, a past 
president and now Director of Finance for the City of 
Nashville, represented Mayor Ben West and presented 
keys to the city to Messrs. Blair, Blake, Crowder and 
Entler. The ballroom was beautifully decorated in yellow 
and gold, symbolic of the occasion. All past presidents 
wore a miniature gavel affixed to an identification badge. 

Harvey King, general chairman, was assisted by the fol- 
lowing committee chairmen in planning the celebration: 
Ralph Wright, program; Murray Nicholson, publicity; 
John J. Bevington, place; Minnie D. Oglesby, decorations; 
R. E. Buckingham and J. J. McCormick, attendance; 
Charles Dibrell, guests; and Joe T. Howell, Jr., past 
presidents. The National officers were interviewed over 
several radio and television stations during their stay in 
Nashville. 


General view of speakers table. 
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Credit and Collection Procedure 


Techniques of Collecting by Telephone 


CHARLES W. PARKER, The Developmental Research Institute, New York, N. Y. 


ET’S FACE IT. Slow playing accounts cost money 

and create problems in any business. Working capital 
is tied up . . . borrowed money is costly . . . personal 
visits are time-consuming and expensive . . . dunning risks 
ill-will and loss of customers. 

Many firms are now using the telephone in collecting 
slow paying accounts . . . to the exclusion of all other 
methods . . . because of the manifold advantages. Other 
organizations make it an integral PART of their col- 
lection effort. Experiment to find out how it will work 
best for you, or members of your team. 

Fundamentally, the telephone provides many benefits 
over other methods. The most important are: 

1) It is more flexible and faster than either mail, tele- 
gram or collectors, 

2) Usually the least expensive of any method, 

3) Complaints . . . real and fancied . . . can be dealt 
with at once, 

4) Will uncover removals or “skips,” 

5) Close control of what is said to the customer can 
be exercised which cannot be done with collectors who 
might damage good-will, 

6) The reason payment has not been made will be 
brought out, and arguments advanced to fit the situation, 

7) The telephone insures privacy, while a letter or col- 
lector can be seen by others and advertises the situation 
which might be resented by the debtor, making for difficul- 
ty in collecting the account. 

8) Offers the element of surprise, throwing debtor off 
guard, adding to effectiveness in obtaining a settlement, 

9) When promises to pay are not kept, the telephone 
offers immediate contact (Prompt follow-up is essential to 
successful collecting), 

10) The entire purpose of call is geared to one ob- 
jective . . . to obtain a promise to pay . . . but failing 
in this, knowledge is gained as to debtor’s attitude, and 
collection techniques set accordingly, 

11) Failure of other collection techniques can be sur- 
veyed and checked, 

12) The telephone can be used in emergencies, or to 
meet special situations, 

13) Contacts can be advantageously timed, 

14) In certain businesses, or with large or special ac- 
counts, the telephone offers the only manner to handle. 
A tactful call to Mr. Slowpay Bigwig will get results where 
a letter, telegram or collector would be suicidal. 

15) Caution (only included for completeness )—can 
be combined with other objectives; product design surveys, 
market surveys, or more selling. 


Some Ground Rules 


A) Good manners and courtesy hold doubly, correc- 
tion, triply important in telephone collection work, 

B) The collector should have a pleasant, friendly voice 
—no speech defects, 

C) The voice should carry conviction and authority, 

D) The manner should be tactful and understanding, 

E) He should be confident, fast on the pick-up; i.e., 
mentally alert, and above all even tempered, 

F) Mix the sexes—men to housewives—women to exec- 
utives for good results. 
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Importance of Timing 


Results will be considerably better, with a saving in time 
and call-backs, if attention is paid when to make a call. 
The nature of the business, or the accounts, will govern 
practice. No hard-and-fast rule will hold, but data is later 
presented giving the best time. Classify and study ac- 
counts, making notes on records when calls are completed 
to assist in determining the best hours. Because of the 
benefits obtained, many companies use part-time workers; 
married women, students, and retired businessmen during 
productive hours—particularly evenings on consumer ac- 
counts. 

Best Time to Call 
Businessmen 

after 10:30 a.m., first choice 

after 2:30 p.m., second choice 
Printing & Publishing Executives 

after 3:00 p.m. 

Contractors & Builders 

before 9:00 a.m., after 5:00 p.m. 
Insurance Agents & Brokers 

9:00-10:00 a.m., after 5:00 p.m. 
Retail Merchants 

1:00-3:00 p.m. 

Lawyers 

11:00-2:00 p.m., 4:00-5:00 p.m. 
Doctors 

before 9:30 a.m., 4:30-6:00 p.m. 

after 9:00 p.m. or office hours 
Dentists 

9:00-10:00 a.m. 

Housewives 

10:00-11:30 a.m., 1:00-2:30 p.m., after 4:00 p.m. 
Man-of-the-house 

7:30-9:30 p.m. just before payday 


Some Pertinent “Do’s” and “Don’‘ts” 


DO work on the account at the first sign of delinquency 

DO have all facts of the customer and condition of ac- 
count before making call 

DO be ready with all appeals and arguments 

DO be sure you are speaking to the right party 

DO call-back if person of authority is not there 

DO gage appeals to type of debtor 

DO get a definite promise of payment at a specified time 
—or— 

DO get debtor to come in for a personal interview 

DO sell him on paying now! 


DON’T LET THE ACCOUNT GET TOO OLD 


DON’T fail to pause after your introduction 

DON’T fail to give customer a chance to talk 

DON’T be led into other discussions 

DON’T tell your story to secretaries, officeboys, bookkeep- 
ers, etc. 

DON’T use all appeals on one call 

DON’T settle for a vague promise to pay 

DON’T fail to be courteous at all times 

DON’T fail to be persistent 

DON’T call housewives after 4 rings (hang-up) 

DON’T fail to keep careful records. 





SALES PROMOTION 
INTERVIEWING 
INVESTIGATING 
AUTHORIZING 
BILLING 
COLLECTIONS 
CONTROL. 


Department and Apparel 
Stores 


QUESTION 


“We have several types of accounts. Sometimes a 
customer will get behind in payments on say two or 
three different accounts she has with us. We then 
consolidate the accounts into one and set a new pay- 
ment rate. The customer again becomes past due. What 
is the best procedure?” 


ANSWERS 


Henry C. Alexander, Belk Brothers, Charlotte, North 
Carolina: First, I think there should be a very careful 
analysis of the account and a discussion of why the ac- 
count is past due. Should the account be one that has 
always been satisfactury then the consolidation should be 
approved and reasonable terms set up. At that time an 
understanding should be had as to whether or not charge 
privileges should be granted until the account has been 
cleared. Should the customer be permitted to continue 
charging and then become past due, by all means the ac- 
count should be closed until the entire balance has been 
cleared. In other words it all resolves itself into the old 
problem of “If he cannot pay $1.00 what reason do we 
have to believe that he can pay $2.00?” Usually you will 
be doing both your store and your customer a favor by 
not allowing them to charge until they are caught up. 


F. J. Amsler, Credit Manager, E. M. Scarbrough & 
Sons, Austin, Texas: This customer needs individual 
credit counseling and an interview should be arranged at 
once. If the past due payments cannot be made immedi- 
ately, further credit should be restricted. A store does the 
customer, as well as itself, a disservice if it permits careless 
paying habits to develop. There have been many changes 
in what is considered to be the area of responsibility of the 
credit manager, but he is still responsible for the collection 
of accounts. 


Hattie Belknap, General Credit Manager, Carlisle- 
Allen Company, Ashtabula, Ohio: We do consolidate ac- 
counts and when we do this we permit no further purchas- 
ing until this combined account is retired. When consoli- 
dating we try to reach a payment the customer can meet 
but if she again becomes past due and after calling her she 
continues to be past due we send our own collector to call 
on her. I do not know if this is the best method but it does 
work in most cases for us. I guess we have been fortunate 
as we have had very little trouble with the accounts becom- 
ing past due after consolidating. 


L. D. Crews, J. Goldsmith & Sons Company, Mem- 
phis, Tennessee: When we combine several accounts into 
one account we close all of the accounts of that customer 
and do not allow additional charges until the total amount 
has been liquidated. A new payment schedule is prepared 


Ches 
CREDIT CLINIC 


A “‘give-and-take’”’ 
page, wherein readers 
may ask-—-and an- 
swer—questions 
about their credit 
and collection prob- 
lems and solve them 
in the laboratory of 
practical experience. 


and the customer is followed in the usual collection manner 
for this new payment. 


E. L. Goodman, Credit Sales Manager, Burger- 
Phillips, Birmingham, Alabama: We would suggest to 
the customer that a Credit Plan Loan be arranged and the 
credit privilege suspended until the loan is paid. Consoli- 
dating a number of accounts and then customer defaults 
simply amounts to a compounded collection problem. 


A. J. King, Controller, Kennard’s, Wilmington, Dela- 
ware: If we had customers who, after consolidating their 
accounts, become past due, we would ask them to come in 
for a personal interview so we could discuss their accounts 
with us. We would then make it very plain that they would 
have to live up to their agreement or that we would have 
to close their account and keep it closed until such a time 
when they would be in a position to pay it in accordance 
with terms. We would feel no use in continuing the account 
if they could not pay. Nothing would be benefited in try- 
ing to continue arranging various accounts for them when 
they seem to be in the same predicament no matter what 
type account you open for them. 


W. E. Ryan, Credit Sales Manager, Broadway Depart- 
ment Stores, Los Angeles, California: Sometime ago we 
revised our program for the handling of delinquent bal- 
ances or hardship cases of customers having one or more 
accounts with us. Our approach is as follows: We feel that 
the delinquency is a result of a change in the original credit 
status of the customer. Therefore, we obtain a complete 
new statement as to income and assets as well as current 
obligations including the amount to various creditors, and 
the amount of the monthly payments. Experience has 
indicated that we must have a down payment of at least 
ten per cent. The balance is then written on a consolidated 
basis with payments scheduled for monthly amounts that 
will pay the balance within one year. In a few exceptional 
instances we have gone as long as 24 months. This payment 
plan is followed with our other instalment accounts, with 
the exception that if this new payment schedule starts to 
break down we immediately contact the customer to main- 
tain the payment program. If they continue to be delin- 
quent we refer the account to our collection agency to pro- 
ceed for liquidation of the balance. 


The Consumer Financial 
Industry 


QUESTION 


“What is the best way of handling the instalment 
account customer who makes payments with reason- 
able regularity, but who stops paying with only a small 
unpaid balance remaining?” 


ANSWERS 


L. A. Brumbaugh, Vice President, Valley National 
Bank, Phoenix, Arizona, Second Vice President, Na- 
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tional Retail Credit Association: When an “instalment 
account customer” stops paying on an obligation having a 
small balance, the creditor should give prompt attention 
to it. (It must not be ignored.) A friendly letter informing 
him that the creditor is aware that he has not called or 
sent his payment may be most helpful, particularly when 
concern for the customer appears more urgent than for the 
payment. If after a week the customer does not respond, a 
second letter may be sent him. It will remind him of the 
previous letter and of his delinquency and ask him to re- 
spond promptly. If he does not so respond, a third letter 
may be sent him. It will carry the idea of urgency. Even 
better, a personal call may be made on him. The reason 
for his delinquency should then be discovered and plans 
for the liquidation of the loan arranged. Payments may 
require readjustment, but some kind of payments should 
be resumed. If the customer is ill or out of work, yet will- 
ing to cooperate, this will be given careful consideration. 
If he has no valid reason for his failure in payment and 
displays no disposition to cooperate, the creditor will then 
feel free to take such legal steps as may seem necessary, 
particularly if the balance justifies it. The debtor must be 
made to know that he cannot ignore his debts with im- 
punity. Prompt action on the part of the creditor is always 
desirable when the debtor fails to pay according to agree- 
ment. 


Babe Cialone, Assistant Vice President, The Mer- 
chants National Bank of Fort Smith, Fort Smith, 
Arkansas: First you must analyze your customer’s file to 
determine if any information in the file will indicate why 
regular payments have stopped with only a small unpaid 
balance remaining. In many instances, the customer could 
have had undue expenses brought about by sickness, 
change in job, lay-off from lack of work, or strike. There- 
fore, it is absolutely necessary that you review the file, and 
contact the customer to discuss his or her problem as to 
why payments are not being made regularly. If the excuse 
for the present situation is logical, your customer warrants 
assisiance and a new method of payment. Human nature 
has many facets which we do not understand. The reason 
for a person willingly stopping regular payments on a 
small unpaid balance is very difficult to understand. If 
you have a collateral loan, payment may be forced rather 
easily, however, if you have an open account with no 
collateral, many individuals in their own mind become 
careless about their small debts, having in the back of their 
mind, in some cases, that the creditor will not push too 
hard to liquidate the balance due to the expenses involved. 
In a case such as this, if persuasion by a reasonable raethod 
fails, the customer should be informed that you are now 
turning the account over to the local credit bureau, where 
the information will be placed on his permanent record and 
available to other merchants of the city. In many cases 
the customer will pay the account in full, rather than such 
action being taken. In the event the account is turned 
over to the credit bureau, the funds may be collected at 
a later date, due to the fact that some merchant, discussing 
Opening a new account will bring about the fact that this 
small debt should be paid and removed from the bureau's 
records. 


Doug Elliot, Assistant Cashier, Continental National 
Bank, Fort Worth, Texas: We do not generally have that 
problem with our instalment loans. If the customer stops 
paying it is usually when there is still a large balance owing. 
If the customer does stop paying, leaving only a small 
balance, it would more than likely be some misunderstand- 
ing or perhaps some small grievance of the customer. 
After the usual notices, a personal contact would be the 
next step to find out just what the reason is for nonpay- 
ment, and convince him that the payment must be made. 
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J.C. Hughes, Assistant Vice President, The Bank of 
Georgia, Atlanta, Georgia: We must first realize that 
there are reasons, and generally very good reasons why a 
regular paying customer ceases payments on an instalment 
account with only a small unpaid balance remaining. Cer- 
tainly, caution must be used in the first contact by keeping 
uppermost in our minds that to maintain a good and 
sound public relations program, tact and courtesy must 
be used. The customer should be approached first on the 
theory that possibly he had overlooked his payment, re- 
minding him at the same time that our records reflected his 
payments in the past were paid in a prompt or satisfactory 
manner. After a few days have elapsed and no remittance 
received, we would then appeal to him that we are interest- 
ed in his credit and do not wish to see him jeopardize or 
impair it by neglecting to pay the remaining instalments 
in his usual satisfactory manner. Perhaps at this point we 
may even offer an extension, if necessary, in order to 
show good faith on our part and to truly show our interest 
in his maintaining a good credit record. We would allow a 
few days for his remittance, and if not received, we would 
then remind him of our previous requests for payment 
which were apparently ignored and insist on an immediate 
remittance, and failure to remit will leave no alternative 
other than to take whatever steps are necessary to protect 
our interests. We believe that after these efforts are made 
with unfavorable results, the account should then be placed 
in the hands of an attorney or collection agency. 


Andrew J. Hundertmark, Senior Vice President, 
Union Trust Company of Maryland, Baltimore, Mary- 
land: There is, in the opinion of this bank, only one best 
way to handle the instalment account customer who makes 
payments with reasonable regularity, but who stops paying 
with only a small unpaid balance remaining—and that is 
for the collection department to give the account personal 
attention rather than the automatic treatment which is used 
in the run of the mill delinquencies. If the customer, after 
personal investigation, is entitled to some relief, the ac- 
count should be rewritten with payments reduced to an 
amount which the borrower can afford to pay, and, if need 
be, payments deferred for several more months until the 
misfortune which was responsible for the delinquency is 
cured. On the other hand, if after investigation it is 
determined that the delinquency is not the result of any 
misfortune, then the usual collection procedures normally 
resorted to in extreme delinquent cases should be followed. 


J. A. Sears, Vice President, Provident Tradesmens 
Bank and Trust Company, Philadelphia, Pennsylvania: 
It must be assumed that the customer’s intentions are good. 
The first step, in my opinion, is to determine the cause of 
delinquency. Possibly unemployment is the reason. A 
diplomatic telephone call should develop sufficient infor- 
mation for you to determine your future course. In some 
instances, misunderstandings or conflicting balances may 
be the reason, these may be adjusted quite readily. In any 
event the situation should be handled with utmost courtesy, 
unless or until the customer demonstrates a positive un- 
willingness to live up to his contract. Should the customer 
refuse to honor his obligation, then I would employ every 
collection device available to effect a solution. 


R. G. Sneed, Jr., Vice President, First City National 
Bank, Houston, Texas: We seem to obtain the best results 
from arranging a personal interview for the purpose of 
attempting to create a desire to liquidate this small balance. 
Sympathy with the situation that created this delinquent’s 
circumstance, a genuine display of concern over his credit 
future and willingness to revamp the remaining balance on 
a basis that he can handle at his convenience often produce 
results that threats and suits fail to bring about. 





Consumer Credit Outlook 





CONSUMER INSTALMENT credit 
outstanding increased $408 million 
in March, after allowance for season- 
al variation. The average expansion 
of about $400 million a month in the 
first quarter was unchanged from the 
fourth quarter 1959 rate and about 
$110 million below the peak third 
quarter rate. Extensions of credit in 
the first three months of 1960 were 
slightly higher than in the fourth 
quarter and about equal to the ad- 
vanced levels of the third quarter. 
Repayments continued to increase in 
the first quarter, although at a re- 
duced rate. 

AUTOMOBILE CREDIT rose $2!0 
million in March on a seasonally ad- 
justed basis, about as much as in 
February. Other consumer goods pa- 
per increased $76 million and per- 
sonal loans $94 million in March. 
These two types together accounted 
for most of the reduction in the quar- 
terly rate of expansion of instalment 
credit compared with last year's 
peak. 

NONINSTALMENT CREDIT out- 
standing increased $24 million, sea- 
sonally adjusted. Total consumer cred- 
it increased $432 million. 

PERSONAL INCOME in March 
was at a seasonally adjusted rate of 
$393.5 billion, slightly higher than 
February. Consumer Disposable In- 
come, seasonally adjusted, was esti- 
mated at a rate of $345.4 billion at 
the end of the first quarter. Discre- 
tionary Income gained to $2.9 bil- 
lion. : 


THE AMERICAN Bankers Associa- 


Changes in Department Store Sales and Accounts Receivable 


tion's Instalment Credit Commission 
states that a definite reversal of the 
unfavorable delinquency trend of the 
past several months was noted in 
February and that collections contin- 
ued to improve. 

DEPARTMENT STORE sales in 
March were unchanged from Febru- 
ary. The seasonally adjusted index 
is estimated to have remained at |40 
per cent of the 1947-49 average. 
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THE NATIONAL Association 
Purchasing Agents stated that its 
members reported their new orders 
increased slightly in March and 
showed general agreement that busi- 
ness for the immediate months ahead 
will be good, but not booming. 

MOSCOW RADIO reported a 
boom in instalment plan buying in 
the Soviet Union. In the last six 
months, it said Moscovites have 
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Sales during month: Total 
Cash 
Charge 
Instalment 
Accounts receivable, end of month: 
Charge 
Instalment 


| Percentage change from: 
Item j— = 


bought 60,000 record players and ra- 
dios, 38,000 watches and clocks and 
7,000 electric sewing machines, all 
on credit. With the approach of 
spring and summer the demand for 
cameras, motor scooters, outboard 
motors and hunting rifles has gone up 
noted the radio report. It is report- 
ed that more than 100 Moscow 
stores are seiling goods on credit 
and the variety of goods available is 
constantly expanding. 

Two leading department stores in 
Chicago, Wieboldt and Mandel 
Bros., are planning to merge to cre- 
ate a $100 million a year sales or- 
ganization. 

AN ORGANIZATION which calls 
itself the Michigan Consumer Asso- 
ciation has been formed to educate 
the ‘product befuddled" consumers. 
Backed by labor, credit unions, uni- 
versities and civic groups, the Asso- 
ciation plans to offer information on 
products, services, and laws through 
literature and seminars. 

THE SUPREME COURT curtailed 
farm cooperatives’ antitrust immuni- 
ty. The Court held that a farm co-op 
that lessens competition by acquir- 
ing an outside company violates the 
antitrust laws. It also ruled that a 
farm co-op is guilty of an antitrust 
violation if it tries by itself to mo- 
nopolize a market. 

JAMES S. PICKERING worked 24 
years for a big department store ris- 
ing to credit manager. Some eight 
years ago he left the credit field and 
is now Assistant Astronomer at Hay- 
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Service credit 


Type of credit 


Instalment, credit, total 


Automobile paper 
Other consumer goods 


Collection Ratios and Percentage Distribution of Sales paper : 
Repair and modernization 


Noninstalment credit, total* 


Change during: 


Unadj 


39,648 +240 


16,876 
9,940 
2,706 


10,126 
| 11,514 


Single-payment loans 
Charge accounts 


Total consumer credit* 

















1 Collections during month as a percentage of accounts receivable 


at beginning of month. 


1Includes amounts outstanding on service station and miscella- 
neous credit-card accounts and home-heating oil accounts, which 


totaled $426 million on March 31, 1960 
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den Planetarium in New York. He has 
won a national award for his television 
series ‘Astronomy and You" and has 
written two books. 

Direction, drive and determina- 
tion are the prerequisites for being a 
successful credit sales executive,’ 
said Gordon Nereim, Chicago. ‘'But 
dedication is the catalyst that makes 
one person a success and another 
person an also ran.’ 

THE CHAMBER of Commerce of 
the United States states that for ev- 
ery 100 new factory workers a com- 
munity can expect a population boost 
of 296, 51 more school children, 107 
more automobiles, a $590,000 a year 
jump in personal income, and $360,- 
000 more in retail sales. 

THE CHASE Manhattan Bank of 
New York says that there is little rea- 
son to believe that consumers have 
overextended themselves despite the 
consumer credit expansion of a rec- 
ord $6.5 billion last year. The bank 
observed that borrowers’ repayments 
have remained close to |3 per cent 
of disposable incomes for the past 
three years. 

CREDIT BUYING accounted for 
54.3 per cent of total sales at Sears 
Roebuck and Co. by the end of the 
fiscal year, January 31, 1960. 

A STUDY by the University of Illi- 
nois has disclosed that consumer 
product rating publications have a 
marked effect on the purchases of their 
readers. The University survey of 
readers of the Consumers Union Re- 
ports and the Consumer Research Bul- 
letin showed that the greatest influ- 
ence of the publications was in con- 
nection with major purchases, such as 
washing machines and refrigerators. 
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The magazines had less influence on 
purchases of food and other nondur- 
ables. 

A CONSIDERABLE DROP in total 
income in the instalment loan divi- 
sion of commercial banks resulted in 
a decline of net profits for 1959, re- 
ports the ‘America Banker.'' The 
drop in net profits occurred despite 
a reduction of total operation ex- 
penses in all categories. 

THE LONDON BOARD of Trade 
reports Britons went on an instalment 
buying spree in 1959. Credit sales of 
goods reached a record $3 billion, 
or $588 million more than 1958. 

THE TEEN-AGE market will be a 
potent influence during the 1960's on 
the adult market, according to Har- 
ry B. Henshel, president, Bulova 
Watch Company. Credit men at- 
tending a monthly meeting of the 
Heart-of-America Retail Controllers 
Group, Kansas City, took a less op- 
timistic view. One manager stated 
his store spent $3,100.00 opening 
120 accounts. "We had a couple of 
accounts who bought nothing but 
candy." 

A second store in Kansas City 
opened 60 accounts from a Novem- 
ber mailing of approximately 1!,200. 
The credit manager reporting for a 
third store said that they did not pro- 
duce the volume expected and were 
abandoned. Also parent complaints 
enter the picture. He noted, howev- 
er, that credit accounts for young 
career and college girls have worked 
well for his store. 

"We don't turn our backs on ex- 
tending credit to young girs start- 
ing out in the business world, because 
they account for approximately 50 


per cent of our sales,’ said Julian 
Aland, owner of the Emily Shop in 
Birmingham, Alabama. The owner not- 
ed that his store had been in opera- 
tion for 30 years and many young 
women who had bought from the 
store originally, now have children 
who are opening charge accounts. 

GENERALLY SPEAKING, credit 
card holders are liable for bills in- 
curred by someone else on their gaso- 
line credit cards until they have re- 
ported to the company that they 
have been lost or stolen. The Su- 
preme Court of Oregon, in a suit in 
that state, holds that in such a case 
it also is up to the company to show 
that it used reasonable care to see 
that the person using the card was 
the one authorized to use it. 

THE FIVE-CENT parking meter is 
succumbing to inflation. A survey of 
48 large cities shows 38 have ten- 
cent meters in some sections, and 
that four have that type only. 

A SENATE Banking Subcommittee 
approved, four to three, the Douglas 
Bill, S. 2755, and reported it to the 
full committee. Voting was strictly ac- 
cording to party lines. Douglas agreed 
to a ‘'states’ rights’ amendment to 
the bill, under which the Federal law 
would not operate in states which 
have effective credit disclosure laws. 
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THE SUBCOMMITTEE also cain: 
ed a '‘'self-enforcement’’ provision, 
under which consumers could bring 
civil damage actions against lenders 
and vendors accused of failure to dis- 
close their finance charges. 

INDIVIDUALS in the U. S. saved 
$14 billion in various asset forms dur- 
ing 1959, states the Securities and 
Exchange Commission. This was ap- 
proximately $2!/> billion less than in 
1958, and $3!/5 billion less than 1957, 
the postwar record. Although total 
financial assets of individuals showed 





the greatest increase since 1945, 
debts also increased. At the end of 
1959, it is estimated that individuals’ 
equity in financial assets net of lia- 
bilities aggregated about $775 bil- 
lion. A balance sheet showing the 

Financial Assets and Liabilities of 
Individuals in the U. S."" appears on 
page 32. 

INSTALMENT ACCOUNT receiv- 
ables declined three per cent in 
March but were 17 per cent higher 
than a year earlier. Collections on in- 
stalment accounts were 16 per cent 
of outstandings at the beginning of 
the month. Charge account receiv- 
ables continued to decline seasonally 
but were about two per cent higher 
than a year ago. Almost one-half of 
the charge account receivables out- 
standing at the beginning of March 
were collected during the month. 
Sales at reporting stores rose sharply 
in March but were six per cent 
smaller than a year earlier. 

NEIMAN-MARCUS derives less 
than 50 per cent of its volume from 
Dallas. More than half of its business 
comes from all 50 states and from 
some 60 foreign countries. 


TEENAGERS often choose more 
expensive or ‘quality’ items over less 
expensive ones when spending their 
own money, according to a study of 
5,000 junior and senior high school 
students by Scholast Magazine. A 
breakdown of the $6 billion spent by 
teenagers shows: Senior high school 
boys spend an average of $7.48 a 
week and save $4.09, with more than 
half of their income earned from part- 
time jobs. Senior high school girls 
depend mainly on allowances from 
parents for the $4.98 they spend and 
the $1.87 they save weekly. 

THE MUSHROOMING of credit 
cards for business and personal ex- 
penses has been attributed by Com- 
missioner Dana Latham as a partial 
reason for the Internal Revenue start- 
ing its new program to curb tax 
abuses on expense accounts. Require- 
ments became effective January |, 
1960, for reporting in more detailed 
form by businesses, large and small, 
on payments for expenses. Employees 
will not be asked anything new, but 
information filed by employers may 
lead to a check on the returns. 


BRITONS went on an instalment 


plan buying spree last year, the 
Board of Trade reported. Credit sales 
of goods reached a record of $2.996 
billion or $558 million more than in 
1958. The boom started when the 
government announced easier buying 
terms, with lower initial deposits and 
more time to pay. 

GENERALLY, you are liable for 
bills run up by someone else on your 
gasoline credit card until you report 
to the company that it has been lost 
or stolen. But the Supreme Court of 
Oregon, in a suit in that State, holds 
that in such a case it is also up to the 
company to show that it used reason- 
able care to see that the person us- 
ing the card was the one authorized 
to use it. 

NEW PLANT and equipment ex- 
penditures are expected to reach a 
record total of $37 billion in 1960, 
slightly above the record high for 
1957 and $4.5 billion above the 1959 
total. Manufacturing industries fore- 
see an increase of 25 per cent over 
1959 expenditures, nonmanufacturing 
groups a rise of seven per cent. 


Consumer Instalment Credit, by Holder and Type of Credit 


(Estimated amounts outstanding, in millions of dollars) 





Increase or decrease 
during: 

Type of credit and sihauhghieniimmmgss — 

— Mar. | . | Year ended 

1960 | Mar. 31,1960 


Total 


Commercial banks 

Sales finance companies 

Credit unions’ 

Consumer finance com- 
panies' 

Other financial institutions 

Retail outlets? 


Automobile paper 
Commercial banks 
Sales finance companies 
Other financial institutions 
Automobile dealers 


Other consumer goods paper 


Commercial banks 

Sales finance companies 
Other financial institutions 
Department stores* 
Furniture stores 
Household appliance stores 
Other retail outlets 


Repair and modernization 
loans* 


Commercial banks 
Sales finance companies 
Other financial institutions 


Personal loans 
Commercial banks 
Sales finance companies 
Other financial institutions 6,026 | 





Consumer Instalment Credit Extended and Repaid, and 
Changes in Credit Outstanding 


(In millions of dollars) 





| Repair 
Other ond 
Auto- | consumer |modern-| Personal 
mobile goods ization loans 
paper paper | loans 


Without seasonal 
adjustment 
Credit extended 
1960—Mar 
Feb 
1959— Mar. 
Credit repaid 
1 


Seasonally ad- 
justed* 
Credit extended 


Credit repaid 

1960— Mar. 
Feb. . : ’ . é 

1959— Mar. d 1,2 84 138 1,057 

Changes in outstanding credit, seasonally 

——, 


+408 | + | +28 + 94 
+ 408 ; +32 + 106 
mo. a + 403 

1959—4th gtr 

mo. av + 392 

3rd qtr. 

mo. av.? + 511 

2nd qtr. 

mo. av. + 474 

Ist qtr. | | 

mo. av.? | +369 | +175 | + 96 











1 Estimates of loans at credit unions and consumer finance com- 
panies by type of credit are included with figures for other financial 
institutions. 

2 Figures by type of retail outlet are shown below under the rele- 
vant types of credit. 

* Includes mail-order houses. 

*The face amount of outstanding FHA Title I loans at the end 
of March is reported by the Federal Housing Authority to be $1,804 
million, of which an estimated $1,534 million is for consumer pur- 
poses and is included in the above. 








Seasonally adjusted changes in outstandings derived by sub- 
tracting credit repaid from credit extended. 

? Changes do not reflect the incorporation of figures for amounts 
outstanding for Alaska and Hawaii in January and August, re- 
spectively. 

NOTE: Estimates of instalment credit extended and repaid are 
based on information from accounting records of retail outlets and 
financial institutions and include finance, insurance, and other 
charges covered by the instalment contract. Renewals and refinanc- 
ing of loans, repurchases or resales of instalment paper, and certain 
other transactions may increase the amount of both credit extended 
and credit repaid without adding to the amount of credit out- 
standing. 

* Includes adjustment for differences in trading days. 
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FINANCIAL ASSETS AND LIABILITIES OF INDIVIDUALS IN THE U. S. 
Year-end, 1957 - 1959 
(Billions of dollars) 








Financial Assets 





1. Currency and deposits 
a. Currency 
b. Demand deposits 
c. Time and saving deposits 


2. Savings shares 


3. Securities 
a. U. S. savings bonds 
b. Other U. S. Government 1/ 
c. State and local Government 
d. Corporate and other 2/ 
(1) Bonds and notes. 
(2) Investment company shares 
(3) Other preferred and common shares 


4. Private insurance and pension reserves 
a. Insurance reserves 
b. Insured pension reserves 
c. Non-insured pension reserves 


5. Government insurance and pension reserves 


6. Total financial assets 


(1 through 5) 
Liabilities 
7. Mortgage debt 
8. Consumer debt 
9. Securities loans 4.2 
10. Total liabilities (7+8+9) 141.4 


11. Total individuals’ net equity 3/ 616.6 
(6-10) 





V/ Estimated market value. Includes non-guaranteed Federal agency issues. 
2/ Rough estimates of market value. 


3/ The year to year changes in the above data are not equivalent to saving shown on reverse side 
of chart which does not reflect revaluations in certain of the components. 


Source: Securities and Exchange Commission 
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inexpensive and Effective Stickers 


Past Duel et ALL BILLS 


immediate payment ; are due and payable PROMPTLY 
of this pon is when bill is rendered. They are 

SH necessary to protect past due if not paid within 30 days. 
your credit record. : 


re’ 


C-2 Black on White C-5 Black on White 








piseaat pe eo (FX PLEASE { 


Now that we've reminded you, 
dooked 


that this #eco® 
fobably been ove 
and we'll appreciate 


remittance: 


aes an early remittance 


will be appreciated. 


THANK YOU! 








= 








C-18 Black and Blue on Yellow C-19 Orange and Black on White 


Saas 
° By the way you pay 
Pay your bills Y 0 UR you write your own 


in full today so your credit CREDIT peed es ae 2 
Y Y RECORD 





will be good tomorrow. 











C-4 Black on Yellow 





\T T0 DAY THE BASIS OF CREDIT REPORTS 
ait a Milhons of cards mm the files of the 
Credit Bureaus ot the United States 
and Canada. form the basis of 
credit reports used by creditors and 
employers to judge the trustworth: 
ness of individuals 


i 


NOW ... that we 
have reminded you, 
won’t you send us 
a check -- Please ? 


MANY THANKS ! 











C-1 Blue and Yellow on White 


Please! 4 500 2 Past Due! 


This account is \%@##/ 1,000 . May we have your 


y NS check? 
pas ue. 1,000 (assorted) “ 


C-21 Red on White C-23 Green on White 
Stickers on this page are shown ac- 


° tual size and are printed on high gloss 
Just a Reminder , sities 


Paying bills promptly 


You Don't Owe 


7 , Us a Cent! 
builds a good credit (BMF Write today for free sample kit i Odie a: 


showing full line of stickers and in- Charge Account this month 


gummed paper. 


record 
serts. 
C-22 Dark Blue on White R-8 Orange on White 


NATIONAL RETAIL CREDIT ASSOCIATION 


375 JACKSON AVENUE ST. LOUIS 30, MO. 





Past Duel 
Immediate payment 
of this account is 
necessary to protect 
your credit record. 


w3a0d°d 3NISNI* UA 


SHII4ZOUDIN ALISUSAINN 


are due and payable 
when bill is rendered. They are 
past due if not paid within 30 days. 


C-5 White and Black 


Stickers are shown 
two-thirds actual size. 


C-6 Yellow, White and Black 


Prompt Payment Write today for free sam- 
of your account is solicited in the ple kit showing full line of 
same courteous manner as your these effective collection 

aids. 





—_ 
_ 


C-8 Red and Black P-3 White and Blue 


Y Check These Six Statements 


Mr. Manager of Credit Sales 


and you must agree that by using N.R.C.A.’s 
new collection stickers, you will be assured: 


- |. That your customer will receive the collection no- 4. That collections will be faster. Customers pay the 
tice early. firm who makes the first request. 


2. That time will be saved. Many more hundreds of m 5. That sales will be promoted. Customer deals with 
accounts can be handled during the day. the firm where her account is liquid. 


3. That money will be saved by reducing cost of writ- wm 6. That your customer will not object to an inoffensive 
ing expensive form notices. yet persuasive reminder. 


Another service of 


NATIONAL RETAIL CREDIT ASSOCIATION 


375 JACKSON AVENUE ST. LOUIS 30, MO. 




















